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This  report  provides  an  assessment  of  user  requirements  for  services  and 
national  service  plans  in  eleven  Asia/Pacific  countries. 

The  report  examines  user  needs,  requirements,  and  concerns  from  the 
perspective  of  headquarters  representatives  of  major  U.S.  corporations 
and  from  the  perspective  of  representatives  of  major  U.S.  and  European 
companies  located  in  each  of  the  countries. 

The  report  provides  an  assessment  of  the  development  plans  for  the 
countries  of  Australia,  China  (PRC),  Hong  Kong,  Indonesia,  Japan,  Korea 
(South),  Malaysia,  New  Zealand,  the  PhiUppines,  Singapor,  and  Thai- 
land. 

For  each  country,  an  assessment  is  provided  of  the  need  for  basic  serv- 
ices, such  as  telephone  and  telex,  and  the  development  of  services  such 
as  facsimile,  public  networks,  value-added  networks,  and  leased  circuit 
services. 

For  the  major  categories  of  services,  projections  are  provided  for  devel- 
opment over  the  next  five  years,  with  emphasis  on  identifying  where  user 
needs  and  requirements  may  not  be  satisfied. 

The  report  also  discusses  the  general  economic  and  political  environment 
in  each  country,  considering  the  impact  that  this  could  have  on  the  devel- 
opment of  telecommunications  services. 
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Introduction 


A  

Purpose  and  Scope        Whether  large  or  small,  businesses  are  increasingly  focusing  on  foreign 

countries  as  a  source  of  supply  or  as  a  potential  market. 

The  growth  of  international  business,  coupled  with  the  increasing  need  to 
ensure  the  availability  of  current,  accurate  information  about  business 
activities  is  driving  many  organizations  to  implement  or  expand  interna- 
tional telecommunications  services. 

With  the  development  of  these  international  services,  organizations  are 
frequentiy  faced  with  a  lack  of  services  in  some  countries  and  rules  and 
regulations  that  are  generally  not  found  at  home. 

However,  the  intemational  telecommunications  environment  is  changing 
rapidly.  An  increasing  number  of  foreign  authorities  recognize  the 
benefits  of  value-added  services  and,  in  some  countries,  see  the  develop- 
ment of  public  network-based  services  as  a  means  to  solve  some  of  their 
national  development  difficulties. 

Concuirent  with  this  development  of  services,  rules  and  regulations  are 
beginning  to  change  in  many  countries.  With  privatization  becoming  an 
increasing  trend,  a  number  of  countries  are  beginning  to  liberalize  their 
policies,  providing  a  more  competitive  environment. 

A  number  of  the  trends  that  have  been  seen  recentiy  will  continue  to 
develop  and  a  number  may  be  replaced  by  new  developments  over  the 
next  two  to  three  years. 

The  purpose  of  the  report  is  to  identify  key  trends  and  directions  in  user 
needs,  user  requirements,  and  national  developments.  Specifically,  the 
report  addresses  three  questions: 
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•  What  are  the  key  needs  and  requirements  of  users  and  how  will  they  be 
changing  in  the  next  few  years? 

•  What  are  the  key  trends  in  national  developments? 

•  What  are  the  differences  between  user  needs  and  national  develop- 
ments that  could  cause  user  needs  to  be  unfulfilled? 

The  scope  of  the  research  included  interviews  with  senior  representatives 
of  major  multinational  corporations,  in-country  representatives  of  multi- 
national corporations,  and  senior  representatives  of  the  telecommunica- 
tions authority  in  1 1  countries  in  the  Asia/Pacific  area.  The  following 
countries  were  included: 

-  Australia 

-  China  (PRC) 

-  Hong  Kong 

-  Indonesia 

-  Japan 

-  Korea  (South)  ,.  . 

-  Malaysia 

-  New  Zealand 

-  Philippines  ^ 

-  Singapore 

-  Thailand 

The  selection  of  countries  to  be  included  in  the  research  was  based  on 
responses  received  from  client  companies,  which  indicated  those  ten 
countries  for  which  they  had  the  greatest  interest. 

Since  the  planned  project  was  to  include  ten  countries,  companies  were 
asked  to  identify  the  ten  countries  in  which  they  had  the  greatest  interest. 

Following  selection  of  the  countries,  specific  appointments  were  set  up 
with  representatives  in  each  country.  Subsequently,  the  representative 
from  China  cancelled  the  appointment,  suggesting  a  meeting  with  a 
representative  in  Hong  Kong,  which  was  accomplished. 

Since  the  in-country  meeting  in  China  could  not  be  held  as  originally 
planned,  an  eleventh  country.  New  Zealand,  was  added  to  compensate 
for  the  possible  lack  of  depth  in  the  research  for  China. 


Methodology  Research  for  the  report  included  a  review  of  published  data  to  identify 

activities  and  trends  that  have  been  noted  and  extensive  primary  research 
with  the  user  and  provider  communities.  Key  elements  of  the  research 
included  the  following: 
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•  An  extensive  review  of  background  data  about  changes  that  are  taking 
place  within  the  region  and  within  each  country  was  conducted. 

•  This  was  followed  by  a  comprehensive  survey  of  needs  and  require- 
ments of  the  headquarters  office  of  major  U.S.  companies  that  have 
operations  in  the  Asia/Pacific  area. 

•  Interviews  with  headquarters  staff  were  augmented  with  interviews 
with  representatives  of  large  U.S.  and  European  companies  in  the 
countries  included  in  the  survey. 

•  Interviews  were  conducted  with  representatives  of  the  telecommunica- 
tions authority  in  each  of  the  countries  included  in  the  study.  Represen- 
tatives of  the  authorities  were  typically  senior  officials  responsible  for 
either  planning  or  operations. 

•  Results  of  the  interviews  were  entered  into  a  database  and  analysis 
conducted  to  determine  trends  that  might  emerge. 

For  many  of  the  objective  questions,  users  were  asked  to  provide  a  rating. 
For  rating  questions,  users  were  asked  to  respond  on  a  scale  of  1  to  5, 
where  *r  was  always  lowest  or  least  important,  and  '5'  was  always 
highest  or  most  important. 

In  the  preparation  of  the  report,  quantitative  data  for  the  regional  profile 
is  derived  primarily  from  user  projections  of  requirements  for  the  next 
five  years.  Quantitative  data  for  the  country  profiles  is  derived  primarily 
from  information  obtained  from  service  providers  and  users  operating 
within  the  country. 


Report  Organization     The  report  is  organized  into  four  major  parts. 

•  Chapter  n  is  an  Executive  Overview  of  the  report. 

•  Chapter  III  provides  a  summary  profile  of  the  telecommunications 
activities  of  organizations  included  in  the  study. 

•  Chapter  IV  comprises  several  parts,  providing  an  assessment  of  serv- 
ices and  trends  in  the  Asia/Pacific  region.  The  chapter  considers  the 
following  major  areas: 

-  Business  growth 

-  Regulatory  environment 

-  Service  developments  and  forecasts 

-  Regional  telecommunications  issues 

-  User  needs,  requirements,  and  concerns 
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•  Chapter  V  provides  a  number  of  conclusions  about  regional  develop- 
ments and  trends  and  recommendations  for  users  and  providers. 

«  Appendix  A  provides  a  profile  of  the  major  telecommunications  trends 
and  developments  for  countries  included  in  the  research. 


•  Handbook  of  International  Public  Data  Networks  -  The  handbook 
provides  a  comprehensive  reference  to  international  public  data  net- 
work services  in  approximately  40  countries  throughout  the  world. 

•  National  Service  Profiles  -  The  national  profiles  provide  a  comprehen- 
sive reference  to  national  and  international  telephone,  telex,  leased 
circuit  and  public  network  service  and  tariffs  for  approximately  40 
major  business  countries  throughout  the  world. 


D 


Related 
Reports 


INPUT 


Other  INPUT  reports  related  to  multinational  telecommunications  serv- 
ices include  the  following: 
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Executive  Overview 


A  

The  Environment  Is      To  the  manager  involved  in  the  day-to-day  management  of  an  Asia/ 
Changing  Pacific  regional  network,  there  might  appear  to  be  few  changes  taking 

place  in  the  region. 

Likewise,  the  organization  that  is  just  beginning  to  expand  into  the  region 
and  develop  telecommunications  services  would  most  likely  not  see  the 
changes  that  have  taken  place  nor  those  that  are  likely  to  take  place  over 
the  next  several  years. 

But,  from  all  indications,  there  are  numerous  changes  taking  place  and 
more  are  likely  to  come. 

Key  among  the  changes  is  the  beginning  of  a  shift  in  focus  from  circuit 
capacity  to  public-network-based  services  (Exhibit  II- 1). 

•  All  of  the  administrative  authorities  contacted  indicated  that  the  devel- 
opment of  national  public  data  networks  is  among  their  top  priorities. 

•  All  the  authorities  indicated  that  they  will  place  increased  emphasis  on 
the  development  and  marketing  of  domestic  and  international  value- 
added  network  services. 

•  In  lesser  developed  countries,  the  top  priority  remains  the  development 
of  a  national  infrastructure.  However,  a  number  of  the  authorities  view 
public  data  networks  as  a  means  to  develop  national  services. 
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EXHIBIT  11-1 


KEY  NATIONAL  DEVELOPMENT 

PRIORITIES 

•  National  Infrastructure 

•  Public  Pocket  Networks 

•  Value-Added  Services 

•  Wideband  Circuits 

Following  the  development  of  public  data  networks,  the  most  frequently 
mentioned  development  trend  is  the  shift  to  higher-speed  circuits.  As 
indicated  in  Exhibit  II-2,  users  expect  to  place  increased  emphasis  on  the 
use  of  higher-speed  services  over  the  next  five  years. 


EXHIBIT  11-2 


COMPOSITION  OF  USER  CIRCUITS 
BY  CIRCUIT  TYPE 
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There  were  several  reasons  noted  by  users  for  shifting  from  lower- speed 
to  higher-speed  circuits. 

•  Business  Integration  -  Users  are  increasingly  incorporating  foreign 
locations  into  the  mainstream  business  process.  The  business  integra- 
tion has  placed  greater  demands  on  foreign  locations  for  business 
information. 

•  Systems  Integration  -  With  the  increasing  business  integration,  there 
has  been  an  increasing  trend  to  integrate  business  elements  through 
automation.  With  the  integration,  interaction  or  the  transmission  of 
large  files  is  replacing  the  simple  one-page,  consolidated  monthly 
report. 

•  Greater  Rexibility  -  With  wideband  circuits,  users  are  better  able  to 
control  circuit  usage.  Lower-speed  circuits  are  frequently  dedicated  to 
a  single  application.  Wideband  circuits  permit  the  consolidation  of  a 
variety  of  circuits  into  single  streams  of  data.  The  circuit  can  be  subdi- 
vided as  necessary  to  meet  changing  business  needs. 

.  With  the  increasing  focus  on  value-added  networks,  users  are  increas- 
ingly interested  in  services  such  as  E-mail  and  emerging  services  such  as 
EDI. 

•  E-mail  was  the  most  frequently  mentioned  value-added  service  require- 
ment by  both  providers  and  users.  However,  national  providers  indi- 
cate that  the  demand  for  basic  services  is  generally  satisfied  and  that 
future  requirements  will  be  for  enhanced  E-mail  services. 

•  The  key  enhancement  needed  to  make  international  E-mail  truly  effec- 
tive is  the  ability  to  interconnect  international  networks.  The  lack  of 
interconnectivity  is  the  most  serious  deficiency  existing  today. 

In  addition  to  the  changes  in  service  requirements,  there  have  been  basic 
changes  to  the  poUcies  and  regulations  of  many  of  the  national  providers. 

•  A  number  of  providers  now  indicate  they  will  start  permitting  users  to 
share  networks — at  least  to  a  greater  extent  than  previously.  Initially, 
this  will  be  limited  to  wideband  services,  but  the  change  opens  the  door 
for  precedents  at  a  later  date. 

•  There  has  been  significant  expansion  of  liberalized  policies  pertaining 
to  the  provision  of  equipment.  Nearly  all  countries  indicated  that 
equipment  can  be  provided  by  independent  organizations. 
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In  an  increasing  number  of  countries,  value-added  services  are  pro- 
vided by  independent  organizations.  This  trend  is  expected  to  continue 
gradually  until  most  countries  have  agreements  for  the  provision  of 
value-added  network  services. 


Continued  Growth 
Expected 


There  has  been  a  steady  growth  of  telecommunications  services  in  the 
region.  Driven  by  dynamic,  growing  economics,  the  growth  is  expected 
to  continue  in  nearly  all  areas. 

Driven  by  the  continuing  growth  of  telephone -based  services  such  as 
facsimile  and  dialed  access  to  public  networks,  the  overall  market  for 
telecommunications  services  in  the  Asia/Pacific  area  will  grow  from  an 
estimated  $12  biUion  in  1988  to  nearly  $40  billion  by  1993  (Exhibit 
II-3). 


EXHIBIT  11-3 


TELECOMMUNICATIONS 
SERVICES  GROWTH 

1988-1993 
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In  addition  to  increases  resulting  from  the  continued  growth  in  services 
such  as  basic  telephone,  the  rapidly  increasing  growth  in  services  such  as 
wideband  circuits  and  value-added  network  services  will  spur  high 
growth  rates. 
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Basic  voice  (PSTN)  services  will  continue  to  grow  at  a  steady  rate  as 
business  expands.  However,  overall  growth  will  be  significantly  greater, 
driven  by  the  increasing  use  of  facsimile.  Including  the  growth  of  fac- 
simile, the  growth  of  international  PSTN-related  services  is  projected  to 
be  at  least  25%  per  year. 

One  of  the  areas  that  is  seeing  the  greatest  changes  is  text  services. 
Although  telex  will  remain  a  mainstay  for  many  years,  the  growth  of 
facsimile  is  beginning  to  erode  the  growth  rate  of  telex. 

Most  countries  indicate  that  they  have  seen  a  gradual  decline  in  the  use  of 
telex  and  that  the  trend  will  continue  as  facsimile  becomes  more  popular. 
Exhibit  n-4  indicates  the  relative  growth  of  telex  and  facsimile. 


TELEX  AND  FACSIMILE  SERVICES  GROWTH 

1988-1993 


20 


Facsimile 


Telex 


8 


In  China,  development  of  telex  will  continue  as  the  government  expands 
services  to  more  remote  areas  of  the  country.  Considerable  effort  has 
been  invested  in  developing  means  to  transmit  ideographic  characters  that 
are  needed  in  the  majority  of  the  country. 
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INPUT  expects  facsimile  to  continue  to  grow  at  least  until  there  is  a 
suitable  alternative  for  the  transmission  of  text.  E-mail  is  a  likely  candi- 
date, but  E-mail  cannot  begin  to  replace  the  benefits  of  facsimile  until 
connectivity  is  achieved  between  intemational  networks. 

As  indicated  in  Exhibit  11-2,  there  is  a  shift  in  the  demand  for  leased 
circuits  from  lower  to  higher  speeds. 

•  Over  the  next  five  years,  the  demand  for  voice-grade  (AVD)  circuits 
will  decrease  by  as  much  as  36%  relative  to  the  demand  for  wideband 
circuits.  Though  the  demand  for  voice-grade  circuits  will  continue  to 
grow  at  an  estimated  10%  to  12%  per  year,  the  primary  emphasis  will 
be  on  higher  speeds. 

•  As  indicated,  users  believe  that  wideband  circuits  (50  Kbps  and  higher) 
will  comprise  a  greater  share  of  their  networks  five  years  from  now. 
Currently  accounting  for  an  estimated  18%  of  the  total  number  of 
circuits,  wideband  circuits  will  grow  by  an  estimated  139%  over  the 
next  five  years. 

The  primary  growth  will  result  from  a  shift  from  lower-speed  to 
higher-speed  circuits.  The  growth  rate  for  wideband  circuits  is  pro- 
jected to  be  10%  to  12%  per  year. 

The  projected  rate  of  growth  for  public  network  services  varies  consid- 
erably. Countries  that  have  developed  networks  but  have  not  placed 
emphasis  on  marketing  the  services  indicate  that  growth  could  exceed 
100%  per  year  for  the  next  couple  of  years.  Countries  with  emerging  or 
developed  networks  that  have  been  promoted  indicate  that  growth  could 
be  20%  to  30%  per  year. 

Considering  the  size  of  the  service  base  of  developed  and  lesser  devel- 
oped countries,  INPUT  estimates  that  the  overall  growth  rate  for  tele- 
communications services  will  be  at  least  35%  per  year.  However,  this 
could  be  considerably  exceeded  if  interconnectivity  is  achieved  within 
the  next  few  years. 


User  Needs  Are  Although  traditional  user  requirements  for  more  domestic  services,  tariff 

Changing  reductions  and  an  easing  of  policy  restrictions  remain  on  the  lists  of  user 

needs,  they  were  not  the  most  frequentiy  mentioned  needs  noted  during 
the  survey  process.  Key  user  needs  are  shown  in  Exhibit  11-5,  in  the 
order  in  which  they  were  most  often  mentioned. 

•  Domestic  Services  -  An  increase  in  the  level  of  domestic  services  will 
continue  to  be  a  high  priority,  particularly  as  users  shift  their  business 
emphasis  to  lesser  developed  countries. 
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EXHIBIT  11-5 


KEY  USER  NEEDS 

•  Universal  Connectivity 

•  Enhanced  E-Mail 

•  EDI 

•  Tariff  Reductions 

•  Ease  Policy  Restrictions 

•  Universal  Connectivity  -  The  ability  to  interconnect  networks  is  an 
exceptionally  high  priority  among  the  majority  of  users.  The  intercon- 
nection includes  both  private  to  public  and  public  to  public  network 
connections. 

•  Enhanced  E-mail  -  Next  to  connectivity,  E-mail  was  the  most  important 
service  to  the  majority  of  the  user  community.  Enhanced  E-mail  was 
also  the  most  frequently  mentioned  service  needed  by  the  national 
providers. 

•  Electronic  Data  Interchange  -  EDI  is  growing  in  importance,  and  an 
increasing  number  of  users  and  providers  are  interested  in  implement- 
ing some  form  of  EDI  capability. 

•  Tariff  Reductions  -  Reductions  in  tariffs  will  remain  a  priority  to  users 
for  a  considerable  length  of  time. 

•  Ease  Policy  Restrictions  -  Most  users  in  the  countries  recognize  the 
trend  toward  the  easing  of  restrictions,  but  believe  that  additional 
easing  is  necessary. 

Among  the  list  of  key  user  needs,  it  is  important  to  note  that,  with  the 
exception  of  improved  domestic  services,  the  key  items  of  interest  relate 
to  increased  functionality. 
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It  is  equally  interesting  to  note  that,  although  they  are  certainly  impor- 
tant, reductions  in  tariffs  and  more  liberal  policies  are  of  lesser  impor- 
tance than  the  functionality  that  is  being  increasingly  delivered  through 
value-added  networks. 

From  information  gathered  during  the  survey,  it  is  increasingly  clear  that 
users  have  two  major  categories  of  needs. 

•  The  first  is  increased  flexibility.  This  is  reflected  in  the  demand  for 
higher-speed  services  that  provide  design  options  not  previously  avail- 
able. 

•  The  second  is  greater  functionaUty.  Users  are  increasingly  interested 
in  services  that  will  increase  the  overall  effectiveness  of  the  business, 
and  they  are  looking  to  the  service  providers  to  make  the  functionality 
available  as  added  value. 

One  finding  of  the  research  that  indicated  a  change  in  user  organizations 
is  that  in  the  majority  of  user  organizations,  no  individual  visits  a  country 
prior  to  making  a  decision  about  services  in  the  country. 

The  research  indicated  that  the  majority  of  decisions  to  implement  or 
expand  a  network  are  based  on  information  from  International  Record 
Carriers,  local  service  providers  or,  to  a  lesser  degree,  third-party  con- 
sultants. 


No  Hong  Kong  The  pending  changes  in  Hong  Kong  have  caused  concern  to  many  users 

Problem — ^Yet  and  providers.  Nearly  50%  of  the  users  indicate  that  the  pending 

changes  are  a  consideration  in  their  planning  process. 

However,  users  generally  believe  that  there  will  be  littie,  if  any,  changes 
in  the  colony  for  the  next  two  to  three  years. 

Many  of  the  businesses  in  Hong  Kong  have  adopted  a  wait-and-see 
attitude  until  the  'Basic  Law'  is  promulgated  within  the  next  two  years. 
They  believe  that  only  then  will  they  be  able  to  develop  a  sense  of  the 
direction  that  the  colony  will  take  after  1997. 

Users  that  are  concerned  have  generally  adopted  a  strategy  that  is  defen- 
sive. They  are  developing  plans  that  will  permit  them  to  react  quickly  if 
the  need  should  arise. 

There  is  general  agreement  between  users  and  providers  that  little  will 
happen  to  cause  major  concem  within  the  next  couple  years. 
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INTERNATIONAL  NETWORK  DEVELOPMENT 

DECISION  INFORMATION  SOURCES 

Consultant 
\ 

/  Local  Carrier  \ 

/        20%  \ 

Personal  Visit  1 

y  44% 

\  IRC 

\  32% 

E  

Summary  There  are  a  number  of  conclusions  and  recommendations  for  both  users 

Conclusions  and  providers  in  Chapter  V  of  the  report.  The  following  are  provided  as 

summary  statements. 

The  Asia/Pacific  area  is  dynamic  and  growing.  For  providers,  there  are 
numerous  opportunities  in  the  areas  of  value-added  services,  software  and 
the  development  of  basic  national  services. 

However,  to  be  successful,  providers  must  be  able  to  demonstrate  that 
they  are  committed  to  the  long  term,  that  they  can  offer  added  value  and 
that  they  have  a  demonstratable  interest  in  establishing  a  working  rela- 
tionship. 

For  users,  the  environment  is  changing  more  rapidly  than  is  readily 
noticeable  on  the  surface.  To  ensure  the  most  cost-effective  services 
today  and  tomorrow,  users  should  increasingly  invest  in  developing 
personal  relationships  with  the  national  authorities. 
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Users  should  be  prepared  to  discuss  current  and  future  plans  and  identify 
specific  needs  for  services  in  the  future.  National  providers  continually 
indicated  that  they  were  not  aware  of  specific  user  needs  and  require- 
ments. 
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Organization  Profiles 


Companies 
Represented 


Companies  included  in  the  surveys  represented  a  cross  section  of  indus- 
tries. As  indicated  in  Exhibit  ni-1,  the  predominate  industry  represented 
was  discrete  manufacturing,  followed  by  banking  and  finance.  These 
were  followed  by  process  manufacturing.  Transportation  and  services 
were  also  included,  but  represented  a  lesser  proportion  of  the  companies. 


EXHIBIT  III-1 


INDUSTRY  REPRESENTATION 


Transportation  /\  Services 
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In  order  for  a  company  to  be  considered  for  inclusion  in  the  survey,  two 
basic  requirements  needed  to  be  met, 

•  A  company  had  to  have  offices  in  a  minimum  of  two  countries.  The 
offices  had  to  be  company  offices  rather  than  offices  of  a  representa- 
tive or  subsidiary. 

•  A  company  had  to  have  a  minimum  of  1,000  employees. 

Based  on  the  basic  requirements,  approximately  125  companies  were 
selected  as  prospects.  When  the  initial  contacts  were  made  to  set  up 
interviews,  a  couple  of  patterns  began  to  emerge. 

•  Companies  with  fewer  than  5,000  to  10,000  employees  did  not  con- 
sider themselves  sufficiently  significant  users  of  international  telecom- 
munications services  in  the  Asia/Pacific  area  to  be  included  in  the 
survey. 

•  Though  these  companies  were  not  unwilling  to  participate,  they  did  not 
consider  themselves  large  enough  to  provide  meaningful  data.  As  a 
result,  limited  information  was  gathered  from  a  number  of  companies 
that  contributed  to  the  base  of  subjective  information,  but  was  not 
considered  sufficientiy  comprehensive  to  be  included  in  the  statistical 
results. 

•  In  companies  with  a  large  number  of  employees  and  multiple  operating 
groups  and/or  locations,  there  is  frequently  no  single  point  of  contact 
for  information  about  international  services. 


Countries  One  of  the  objectives  of  the  research  was  to  identify  countries  where  the 

Represented  majority  of  companies  are  located.  Identifying  countries  with  the  great- 

est number  of  company  offices  would  form  a  base  for  identifying 
changes  in  business  patterns  in  the  future. 

Of  the  eleven  countries  surveyed,  ten  were  included  in  the  calculation  of 
where  offices  are  located.  Though  the  overall  results  may  not  be  surpris- 
ing, they  do  indicate  at  least  one  change  over  the  past  several  years. 
Exhibit  ni-2  summarizes  the  results. 

•  The  two  countries  in  which  the  most  companies  were  located  were 
Hong  Kong  and  Japan.  Eighty-four  percent  (84%)  of  the  companies 
surveyed  indicated  that  they  have  at  least  one  office  in  each  of  these 
countries. 
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•  Following  Hong  Kong  and  Japan,  Singapore  and  Australia  were  the 
next  most  popular,  registering  68%  of  the  companies  with  offices. 
Considering  the  somewhat  lackluster  performance  of  Australia  over  the 
past  few  years,  it  ranked  somewhat  higher  than  expected. 

•  Korea  was  ranked  next.  Of  the  total  companies  surveyed,  64%  indi- 
cated that  they  have  an  office  in  Korea.  This  ranking  was  not  surpris- 
ing, considering  the  dramatic  growth  that  the  country  has  experienced 
over  the  past  several  years. 

•  Considering  the  difficulties  of  operating  in  the  PRC,  finding  that  40% 
of  the  companies  have  at  least  one  office  in  the  PRC  was  somewhat 
surprising.  Many  companies  prefer  to  operate  from  an  office  located  in 
Hong  Kong,  but  the  number  of  offices  in  the  PRC  is  growing,  despite 
the  difficulties. 


EXHIBIT  III-2 


COUNTRIES  WITH  COMPANY  OFFICES 
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•  Following  the  leading  countries  were  Malaysia,  Philippines,  Indonesia, 
and  Thailand.  Among  the  latter  countries,  Malaysia  is  the  highest  with 
32%  of  the  companies  having  an  office,  and  Thailand  was  the  lowest 
with  only  20%. 

Although  the  telecommunications  services  available  in  a  country  is  not  a 
leading  reason  for  selecting  or  not  selecting  a  country,  two  financial 
services  organizations  indicated  that  the  lack  of  services  is  a  contributing 
factor  in  the  selection. 

Both  organizations  indicated  that  their  company  has  delayed  the  intro- 
duction of  certain  services  due  to  the  lack  of  quality  telecommunications 
services.  It  was  interesting  to  note  that  the  cost  of  services  was  a  consid- 
eration, but  not  a  key  factor. 


Budgets  and  Staff  Companies  included  in  the  survey  varied  in  size  and  complexity.  Though 

the  size  varied,  the  majority  had  a  minimum  of  $50  to  $100  million  in 
sales.  As  a  qualification  to  be  included  in  the  survey,  they  had  to  have 
offices  in  at  least  two  Asia/Pacific  countries. 

Companies  were  asked  to  identify  their  total  telecommunications  budget. 
The  average  stated  was  $25  million.  The  highest  figure  provided  was 
$100  million,  and  the  lowest  was  $1  million. 

Companies  were  then  asked  to  identify  the  percent  of  their  telecommuni- 
cations budgets  that  are  allocated  to  providing  international  service. 
Responses  ranged  from  a  high  of  77%  to  a  low  of  2%.  The  average  was 
24%.  (Note:  eliminating  the  exceptionally  high  and  low  reduces  the 
overall  percentage  to  approximately  21%.) 

•  The  company  that  reported  77%,  is  a  service  company  whose  revenues 
are  derived  almost  exclusively  from  international  service  and  that  is 
heavily  reliant  on  telecommunications  services. 

•  The  company  that  reported  2%  is  a  large  retail  products  company  with 
extensive  overseas  activities,  but  with  few  offices  and  little  need  for 
extensive  interaction  between  offices  or  with  headquarters.  The  major- 
ity of  its  activities  are  handled  by  independent  distributors  in  countries 
throughout  the  region. 

Industry  data  indicates  that  there  has  been  a  gradual  change  in  the  portion 
of  a  company's  budget  spent  for  international  services.  Several  years 
ago,  a  generally  accepted  amount  ranged  between  12%  and  15%.  The 
^   current  figures  indicate  a  definitive  trend  towards  increased  expenditures 
for  international  telecommunications  services. 
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Of  key  concern  in  many  organizations  is  the  staff  cost  associated  with 
developing  and  maintaining  telecommunications  networks.  In  addition, 
companies  frequently  indicated  that  the  costs  to  develop  international 
networks  are  exceptionally  high. 

Recognizing  that  staff  cost  is  a  key  component  of  any  telecommunica- 
tions project,  companies  were  asked  to  identify  the  percent  of  their  total 
cost  is  for  direct  staff. 

The  responses  to  the  survey  indicate  that  the  direct  costs  associated  with 
telecommunications  services  are  considerably  less  than  anticipated.  In 
addition,  the  incremental  cost  associated  with  international  services  is 
comparatively  minor.  Responses  indicate  that  an  estimated  4%  of  overall 
costs  are  for  staff  and  that  only  6%  of  international  costs  are  related  to 
staff  (Exhibit  ni-3). 


DIRECT  STAFF  COSTS 
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Users  were  also  asked  to  provide  an  estimate  of  the  percent  of  their  total 
data  network  costs  that  are  spent  for  leased  circuits,  packet  network  (data 
transport)  and  value-added  network  services. 
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For  the  companies  included  in  the  survey,  leased  circuits  remain  the 
highest  percentage  of  the  cost  (80%).  Together,  packet  network  and 
value-added  services  currently  account  for  less  than  20%  of  total  data 
network  costs  (Exhibit  111-4).  However,  if  trends  noted  as  part  of  this 
research  are  realized,  the  proportional  costs  could  begin  to  change  sig- 
nificandy  over  the  next  several  years. 


EXHIBIT  III-4 


DATA  NETWORK  COSTS  BY  SERVICE  TYPE 


*  Packet  network  refers  to  public  networks 
used  for  data  transmission  only 


D  

Service  Criticality  and  Considering  the  overall  growth  of  international  business  and  the  increas- 
Importance  ing  importance  of  timely  and  accurate  information  to  the  success  of  a 

business,  users  were  asked  to  provide  a  rating  of  the  importance  of  their 
international  network  to  the  success  of  the  business. 

Although  the  responses  from  both  headquarters  and  in-country  staff 
indicated  a  very  high  level  of  importance  of  their  intemational  network, 
the  responses  from  in-country  staff  were  somewhat  higher  that  those  for 
headquarters  staff  (Exhibit  ni-5). 
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The  reasons  in-country  staff  consider  the  network  to  be  of  higher  impor- 
tance are  not  clear,  but  there  are  several  possible  explanations. 

•  For  headquarters  staff,  the  international  network  is  a  lesser  percent  of 
the  total  network  that  must  be  managed.  Headquarters  staff  are  fre- 
quently more  familiar  with  the  overall  business  and  could  therefore 
place  greater  importance  on  the 'bigger  picture'. 

•  For  in-country  staff,  the  network  is  their  link  to  the  rest  of  the  company 
and  they  would  have  a  greater  sense  of  impact  when  the  network  is  not 
available  to  accomplish  their  work. 

•  In  addition,  with  the  increasing  emphasis  on  services  such  as  electronic 
mail,  the  international  network  may  tend  to  become  a  social  connection 
with  the  rest  of  the  company. 


Decision  Process  and    Considering  the  costs  associated  with  developing  and  maintaining  an 
Knowledge  international  network,  a  number  of  questions  were  included  to  identify 

some  basic  points  about  the  decision  process  for  implementing  (or  ex- 
panding) a  network  in  a  country. 


Of  interest  to  a  number  of  people  is  the  degree  of  autonomy  that  regional 
and  in-country  staff  have  regarding  operational  decisions. 
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Recognizing  that  the  majority  of  decisions  need  to  be  at  least  reviewed, 
and  frequentiy  approved,  by  headquarters  staff,  users  were  asked  to 
identify  the  locations  where  the  majority  of  the  'operational'  decisions 
are  made.  An  operational  decision  was  generally  described  as  the  deter- 
mination of  a  need  and  the  basic  category  of  resources  necessary  to  meet 
the  need. 

In  nearly  all  cases,  users  indicated  that  the  decisions  are  made  by  head- 
quarters staff.  However,  it  is  interesting  to  note  that  nearly  a  third  of  the 
decisions  are  made  by  staff  located  either  in  the  country  or  at  a  regional 
office  (Exhibit  ni-6).  Several  years  ago,  only  an  estimated  15%  to  18% 
of  the  basic  decisions  were  made  my  local  or  regional  staff. 


DECISION  RESPONSIBILITY  LOCATION 

/  Country 

/\  14% 

1      Region  \. 

18%  N 

Headquarters  / 

From  the  responses  to  the  surveys,  a  difference  between  headquarters 
and  in-country  staff  can  be  noted  regarding  the  key  reasons  for  imple- 
menting a  network. 
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As  part  of  the  survey,  users  were  asked  to  indicate  whether  their  networks 
are  implemented  for  the  purpose  of  realizing  *cost  saving  and  increased 
productivity'  or  whether  their  primary  purpose  is  to  support  'revenue 
growth  and  strategic  expansion'.  The  results  proved  interesting. 

Responses  to  the  questions  indicate  that  there  is  a  relatively  even  split 
between  'cost  savings'  and  'revenue  growth'.  However,  it  is  interesting 
to  note  that  headquarters  staff  believe  that  cost  savings  are  the  primary 
reason  and  in-country  staff  believe  that  the  primary  reason  is  to  achieve 
revenue  growth  and  strategic  expansion  (Exhibit  111-7). 


EXHIBIT  III-7 


PRIMARY  NETWORK  BENEFIT 
HEADQUARTERS  VS.  COUNTRY  UNDERSTANDING 
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The  exact  reason  for  the  differences  in  perspective  between  headquarters 
and  in-country  staff  are  not  clear,  A  couple  of  possibilities  emerge. 

•  Headquarters  staff  have  a  more  comprehensive  view  of  the  overall  cost 
picture  and  therefore  perceive  the  financial  benefits  more  readily. 

•  The  in-country  staff  tend  to  be  more  closely  associated  with  the  busi- 
ness and  might  have  a  better  understanding  of  the  true  value  of  a  net- 
work. 
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Following  questions  to  develop  an  understanding  of  the  importance  of  an 
organization's  international  network,  and  an  understanding  of  where 
decisions  are  made,  users  were  asked  to  identify  the  primary  sources  of 
information  for  making  decisions  about  implementing  service  in  a  coun- 
try. 

The  primary  purpose  of  the  question  was  to  assess  the  degree  of  up-to- 
date,  accurate  information  about  services  available,  regulations  and 
general  requirements  for  operating  in  a  country. 

As  Exhibit  111-8  indicates,  users  generally  have  only  limited  knowledge 
about  the  services  and  conditions  that  exist  in  a  country. 


INTERNATIONAL  NETWORK  DEVELOPMENT 
DECISION  INFORMATION  SOURCES 

Consultant 


These  results  raise  several  questions: 

•  How  can  individuals  that  have  not  visited  a  country  make  an  informed 
decision  about  conditions  in  a  country? 
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•  Are  individuals  that  express  concerns  about  a  country's  services  suffi- 
ciently knowledgeable  to  express  the  concerns  or  are  they  drawing 
conclusions  based  on  consensus  and  industry  publications? 

•  Are  IRCs  that  frequently  do  not  have  a  representative  in  proximity  to 
the  user's  headquarters  nor  a  representative  in  each  of  the  countries 
fully  capable  of  conveying  a  user's  requirements  to  a  national  author- 
ity? 

•  Can  the  local  earners  (used  by  an  estimated  20%  of  the  companies) 
provide  sufficient  quality  information  so  that  an  informed  decision  can 
be  made? 

In  many  countries,  the  ability  to  implement  a  particular  configuration  or 
operate  in  a  specific  way  is  dependent  on  a  thorough  understanding  of 
both  the  needs  and  requirements  and  the  individual. 

There  are  a  number  of  examples  that  suggest  that  many  users  might  be 
able  to  obtain  services  or  operate  more  effectively  if  sufficient  time  were 
invested  to  fully  explain  the  needs  and  requirements  and  identify  alterna- 
tives that  could  be  mutually  agreed  upon.  . 
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Regional  Services  Profile 


Introduction  The  primary  purpose  of  the  regional  profile  is  to  provide  a  summary 

assessment  of  the  existing  services  and  regulations  and  key  trends  in 
service  growth  and  development  for  the  next  five  years. 

Quantitative  data  for  the  regional  profile  is  based  primarily  on  informa- 
tion derived  fi*om  users,  indicating  their  plans  for  the  next  five  years. 

Subjective  information  is  derived  from  a  combination  of  user  and  pro- 
vider (PTTs)  comments,  with  notes  made  where  there  appears  to  be 
significant  deviation  between  user  projections  and  provider  plans  and 
projections. 


B  

In  a  report  issued  by  the  United  Nations,  the  world  economic  growth  for 
1988  is  expected  to  be  an  estimated  3.9%.  For  the  same  period,  the 
overall  growth  for  developing  countries  is  expected  to  be  an  estimated 
4.4%. 

•  The  percentage  growth  for  developing  countries  is  estimated  to  be  at 
least  one  percentage  point  over  1987. 

•  The  percentage  growth  for  developing  countries  is  estimated  to  be  at 
least  three  percentage  points  over  1986. 

While  the  overall  growth  of  development  and  trade  has  slowed  over  the 
past  several  years,  there  has  been  a  stabilization  and  most  economists 
believe  that  the  rate  of  growth  in  the  Asia/Pacific  area  will  exceed  the  rest 
of  the  world  by  at  least  one  percentage  point.  This  trend  is  expected  to 
continue  for  the  next  several  years. 


Business 
Environment 
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In  a  study  conducted  by  Boston  University  to  assess  trends  in  growth  of 
domestic  and  international  production  facilities  and  purchases,  a  number 
of  trends  were  noted.  (See  Exhibit  IV- L) 


EXHIBIT  IV-1 
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Foreign 
Purchases 


•  An  estimated  44%  of  the  companies  indicated  they  would  not  change 
their  plans  for  developing  production  facilities  as  a  result  of  changing 
economic  conditions.  Thirty-six  percent  (36%)  indicated  that  there 
would  be  no  change  in  their  domestic  versus  intemational  purchasing 
patterns. 

•  As  part  of  the  same  research,  32%  of  the  organizations  indicated  that 
they  would  increase  their  domestic  production  facilities  and  only  19% 
indicated  any  significant  increase  in  the  growth  of  domestic  purchasing 
patterns. 
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•  Of  particular  interest  is  that  47%  indicated  that  they  would  increase 
their  foreign  purchases. 

While  there  are  constant  changes  in  decisions  to  develop  services  and 
facilities  at  home  or  abroad,  it  is  interesting  that  at  least  a  quarter  of  the 
companies  indicated  a  continued  expansion  of  production  facilities 
overseas  and  nearly  half  indicated  that  they  would  increasingly  look 
outside  the  United  States  for  sources  of  supply.  With  these  trends  is  a 
corresponding  growth  in  need  for  international  telecommunications 
services. 

Whether  countries  will  be  able  to  support  the  increasing  demand  for 
telecommunications  services  is  highly  dependent  on  the  level  of  develop- 
ment in  the  specific  countries.  However,  several  trends  indicate  that 
substantial  resources  are  being  devoted  to  the  development  of  facilities 
and  services  throughout  the  region. 

•  Countries  in  Asia  are  spending  a  greater  proportion  of  their  national 
resources  than  any  other  area  of  the  world.  Collectively,  they  are 
spending  an  average  of  6.1%.  The  next  highest  area  is  Africa  with. a 
6.0%  expenditure  rate.. 

•  Among  the  countries  ranking  highest  in  national  expenditures  for 
telecommunications  facilities  and  services,  three  Asian  countries  rank 
among  the  top  twenty. 

-  Between  1987  and  1988,  the  level  of  expenditure  for  national  devel- 
opment in  Japan  is  projected  to  grow  by  nearly  13%. 

-  In  Korea,  the  increase  in  national  expenditure  between  1987  and 
1988  is  projected  to  be  nearly  20%. 

-  In  Taiwan,  the  increase  in  expenditures  is  projected  to  be  nearly  28%. 

Countries  in  Asia  are  expected  to  continue  to  grow  and  allocate  increas- 
ing funds  towards  the  development  of  national  telecommunications 
resources. 

Overall,  the  business  environment  for  telecommunications  is  expected  to 
continue  to  be  favorable.  Though  many  of  the  regulations  will  remain, 
organizations  either  entering  or  expanding  in  the  region  can  expect  to 
find  national  providers  increasingly  receptive  to  new  services  and  new 
ways  of  conducting  business. 
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Regulatory 
Environment 


The  regulatory  environment  in  the  Asia/Pacific  region  can  be  best  char- 
acterized as  a  montage,  with  rapid  changes  in  some  countries  and  little,  if 
any,  change  in  others. 

As  indicated  in  Exhibit  IV-2,  users  are  generally  highly  aware  of  the 
progress  of  deregulation  in  Japan.  Though  their  overall  ratings  place 
Japan  at  the  top  of  the  list  in  the  amount  of  progress  made,  the  perception 
is  that  the  region  is  still  highly  regulated. 


EXHIBIT  IV-2 


DEGREE  OF  DEREGULATION 


Country 
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As  can  be  seen,  none  of  the  countries  rated  higher  than  average  (3.0)  in 
the  degree  of  deregulation  that  has  been  accomplished,  indicating  that 
there  are  still  a  high  number  of  regulations  in  most  of  the  countries.  In 
over  half  the  countries  shown  in  exhibit,  the  regulatory  environment  is 
still  considered  very  restrictive. 

An  exception  to  the  ratings  might  have  been  New  Zealand,  had  it  been 
included  in  the  formal  survey  process.  The  degree  of  deregulation  that 
has  been  accomplished  in  the  last  two  years  has  been  significant.  How- 
ever, the  extent  of  deregulation  in  New  Zealand  might  not  be  recognized 
by  many  since  there  are  generally  few  companies  that  have  a  large  tele- 
communications presence  in  the  country. 

In  the  past  year,  the  regulatory  environment  in  New  Zealand  has  pro- 
gressed  from  a  highly  regulated  environment  to  an  environment  of  only 
minimal  regulations. 

D  "•''^"'"^'•''^         ^    '  ' 

Service  1.  Introduction 

Developments  and 

Forecasts  Information  included  in  the  Service  Developments  and  Forecasts  part  of 

the  report  is  based  on  information  derived  from  user  projections  of 
growth  in  services  and  on  information  from  the  providers  about  develop- 
ment plans.  Since  country  plans  are  specific  to  a  country,  the  information 
has  been  summarized  to  reflect  trends  in  the  region. 

2.  Voice  Services 


For  the  purpose  of  the  report,  voice  services  are  divided  into  two  general 
categories — basic  telephone  and  cellular  telephone. 

In  the  majority  of  the  countries,  basic  telephone  services  are  well  devel- 
oped and  are  viewed  increasingly  as  a  utilitarian  device  to  which  there  is 
littie  attention  paid.  The  presence  of  basic  telephone  service  is  as  ac- 
cepted as  the  presence  of  electricity. 

However,  this  is  not  true  in  all  countries.  Exhibit  IV-3  identifies  coun- 
tries in  which  even  basic  telephone  service  is  significantly  deficient.  In 
these  countries,  the  development  of  basic  services  is  a  high  priority, 
frequently  to  the  exclusion  of  the  development  of  services  that  are  in- 
creasingly needed  by  businesses. 

However,  even  in  the  countries  where  basic  telephone  services  are 
needed,  there  are  a  number  of  considerations  conceming  the  use  of 
services  by  international  businesses. 
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EXHIBIT  IV-3 


COUNTRIES  REQUIRING  BASIC 
TELEPHONE  SERVICE  DEVELOPMENT 


•  China 


•  Malaysia 


•  Indonesia 


•  Philippines 


•  Thailand 


*  Most  users  consider  international  services  provided  in  even  the  less 
developed  countries  to  be  acceptable— at  least  from  the  metropolitan 
areas.  Users  consider  international  services  to  be  better  than  domestic 
services. 

*  All  of  the  countries  provide  some  level  of  International  Direct  Distance 
(IDD)  dialing  services.  Even  in  China,  one  of  the  least  developed 
countries,  international  dialing  from  Beijing  and  Shanghai  is  consid- 
ered to  be  good  quality. 

«  In  a  number  of  countries,  access  to  international  services  is  through 
separate  switching  centers  and  even  separate  national  networks. 

•  In  several  cases,  switches  have  been  installed  at  key  local  switch 
centers  where  international  calls  are  then  relayed  over  a  separate  do- 
mestic network  to  an  international  gateway.  International  services  are 
therefore  not  subject  to  many  of  the  same  conditions. 

Users  were  asked  to  indicate  the  proportion  of  their  international  traffic 
today  that  is  voice  and  the  proportion  that  is  data.  They  were  then  asked 
to  project  the  proportion  of  their  international  traffic  that  will  be  voice 
and  data  five  years  from  now.  The  results  are  shown  in  Exhibit  IV-4. 

Results  of  the  question  indicate  a  gradual  trend  towards  increased  use  of 
data  transmission  as  compared  to  voice  transmission.  The  key  reasons 
given  by  users  include  the  following: 

•  Generally,  there  will  be  an  increase  in  the  volume  of  data  traffic  as 
processing  activities  are  increased. 
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•  Voice  traffic  will  be  increasingly  replaced  by  facsimile  and  electronic 
mail. 

Users  were  asked  to  indicate  the  increase  (or  decrease)  in  telephone  use 
over  the  next  five  years.  Of  all  the  users  surveyed,  92%  indicated  that 
their  voice  traffic  would  increase  over  the  next  five  years. 

Only  8%  of  the  users  surveyed  indicated  that  volume  of  their  voice  traffic 
would  decrease  over  the  next  five  years.  Those  that  indicated  a  decrease 
are  organizations  that  are  in  the  process  of  consolidating  their  interna- 
tional operations  and  even  closing  some  of  their  offices  in  the  Asia/ 
Pacific  area  (Exhibit  IV-5). 
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EXHIBIT  IV-5 


INTERNATIONAL  TELEPHONE  USE 


When  considering  the  projected  increase  in  telephone  use  over  the  next 
five  years,  the  net  increase  was  determined  to  be  approximately  38%. 
This  increase  is  for  voice  telephone  traffic  and  does  not  include  the  use 
of  the  telephone  network  for  facsimile  transmission  or  other  uses  such  as 
the  connection  of  a  terminal  to  a  public  network. 

Increasingly,  telephone  costs  are  being  driven  by  the  increasing  use  of 
facsimile.  Facsimile  is  one  of  the  fastest  growing  services  in  the  region 
and  the  primary  reason  for  the  rapid  growth  in  telephone  costs. 

With  only  one  exception,  users  project  the  volume  of  facsimile  will 
continue  to  increase  over  the  next  five  years. 

•  One  organization  that  has  been  consolidating  its  presence  in  the  Asia/ 
Pacific  area  projects  a  decline  in  the  use  of  facsimile  at  a  rate  of  ap- 
proximately 8%  per  year. 

•  Overall,  users  indicate  that  the  use  of  facsimile  will  increase  at  a  rate 
estimated  to  be  approximately  12%  per  year.  The  overall  growth  of 
telephone  services  closely  approximates  the  projections  provided  by 
national  services  organizations,  which  project  an  average  annual 
growth  of  approximately  15%. 
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Cellular  telephone  services  are  also  growing  at  a  significant  rate  in  most 
countries  in  the  Asia/Pacific  area.  Overall,  cellular  telephone  services  are 
projected  by  the  national  providers  to  grow  at  a  rate  estimated  to  be 
approximately  20%  per  year. 

There  are  a  number  of  factors  to  be  considered  regarding  the  growth  of 
cellular  services. 

•  In  many  countries,  the  demand  for  cellular  services  is  exceeding  the 
ability  to  provide  the  services.  Several  representatives  of  the  national 
authorities  indicated  that  they  had  underestimated  the  demand  for 
cellular  services. 

-  In  one  country,  the  provider  estimated  an  initial  application  rate  of 
300  subscribers  and  more  than  3,000  were  received  in  the  first  two  to 
three  weeks.  The  current  backlog  of  service  requests  is  over  10,000 
and  the  processing  of  applications  has  been  suspended  until  more 
service  facilities  are  available. 

-  In  another  country,  though  the  initial  demand  was  not  excessively 
higher  than  anticipated,  there  is  a  current  backlog  of  more  than 
20,000  applications  that  cannot  be  processed  due  to  a  lack  of  capac- 
ity. 

•  Aside  from  the  convenience  associated  with  cellular  telephones,  users 
indicate  that,  in  many  cases,  they  receive  a  higher  quality  of  service 
through  cellular  telephones  than  through  standard  service  facilities. 

•  The  major  concern  of  users  is  that  cellular  service  is  not  available 
nationwide.  However,  in  Thailand,  the  national  carrier  indicates  that 
consideration  is  being  given  to  establishing  a  national  cellular  service 
as  a  means  of  accomplishing  short-term  upgrades  to  the  national  net- 
work. 

Both  users  and  the  national  authorities  indicate  that  cellular  services  will 
grow  in  importance.  However,  digital  cellular  service  (the  use  of  data 
terminals  on  the  cellular  network)  is  not  considered  important  at  this 
time.  Few  of  the  national  authorities  have  given  even  moderate  consid- 
eration of  the  use  of  the  cellular  network  as  a  means  to  transmit  data. 

In  the  majority  of  the  countries,  providing  detail  invoices  for  telephone 
use  is  either  ab-eady  provided  or  considered  an  important  future  service. 
With  one  exception,  the  providers  indicated  that  they  have  the  capability 
to  produce  detail  billing  statements. 

•  In  the  PRC,  detail  billing  services  are  currently  not  available  and  are 
not  expected  to  be  available  in  the  next  few  years. 
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-  One  possible  exception  is  the  metropolitan  area  of  Beijing,  where 
facilities  are  becoming  increasingly  modem. 

-  Any  service  introduced  would  be  very  limited,  since  the  ability  to 
transfer  and  consolidate  data  between  provinces  is  highly  question- 
able. 

•  Indonesia  indicates  that  it  does  not  currentiy  provide  such  a  service  and 
does  not  plan  on  introducing  one.  It  believes  that  this  type  of  informa- 
tion is  unnecessary  and  would  result  in  an  excessive  amount  of  paper- 
work. 

•  Both  Malaysia  and  Hong  Kong  recognize  billing  information  services 
as  a  source  of  revenue.  Authorities  in  Malaysia  currently  charge 
M$1.00  for  detail  statements  for  residential  customers  and  M$2.00  for 
detail  statements  for  business. 

•  Authorities  in  Hong  Kong  recognize  that  producing  detail  statements 
could  be  a  source  of  revenue  and  will  consider  a  possible  service  at 
such  time  as  there  is  sufficient  demand.  To  date,  there  has  been  little 
customer  demand.  The  primary  reason  is  that  there  is  no  charge  for 
calls  within  the  colony. 

3.  Text  Services 

Text  services  consist  of  three  general  categories^ — telex,  facsimile,  and 
electronic  mail.  With  one  major  exception,  the  volume  of  telex  use  is 
declining,  being  replaced  slowly  by  facsimile  and  electronic  mail  serv- 
ices. Although  telex  will  remain  a  key  service  medium  throughout  the 
region  for  some  time,  facsimile  and  electronic  mail  will  become  increas- 
ingly important  mediums  for  text  transmission  in  the  more  developed 
countries. 

•  The  notable  exception  to  the  declining  trend  in  telex  services  is  the 
PRC,  where  telex  services  are  continuing  to  be  developed.  Develop- 
ment will  continue  for  some  time,  due  to  the  need  to  process  ideogra- 
phic characters. 

-  The  government  has  placed  considerable  time  and  effort  into  the 
development  of  transmission  and  printing  capability  for  the  Chinese 
alphabet. 

-  The  government  is  continuing  to  develop  national  switching  centers 
for  telex,  as  development  of  the  national  infrastructure  begins  to 
expand  to  the  less  developed  areas  of  the  country. 


©  1988  by  INPUT.  Reproduction  Prohibited. 


WTEL 


ASIA/PACIFIC  TELECOMMUNICATIONS  SERVICE  TRENDS.  1988-1993 


INPUT 


•  In  addition  to  the  PRC,  development  of  telex-based  services  is  being 
carried  out  by  providers  in  the  Philippines,  where  the  national  infra- 
structure is  also  badly  in  need  of  a  wide  variety  of  services. 

Regionwide,  users  and  providers  generally  agree  that  telex  services  will 
decline  at  a  rate  estimated  to  be  approximately  8%  to  10%  per  year. 

While  the  use  of  telex  services  is  generally  declining,  text  transmission  is 
continuing  to  increase  through  a  growing  use  of  facsimile  and  electronic 
mail.  However,  until  connectivity  between  international  public  networks 
is  achieved,  facsimile  use  is  expected  to  grow  at  a  rate  somewhat  faster 
than  the  use  of  electronic  mail.  Exhibit  IV-6  provides  a  comparison  of 
the  projected  growth  rates  of  facsimile  and  telex  over  the  next  five  years. 


TELEX  AND  FACSIMILE  SERVICES  GROWTH 
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Electronic  mail  is  projected  by  most  users  and  providers  to  be  the  most 
needed  value-added  service  regionwide  and  will  be  the  key  contributor  to 
the  growth  of  value-added  networks  for  the  next  few  years. 
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4.  Leased  Circuit  Services 

Leased  circuit  services  currently  account  for  an  estimated  80%  of  the 
network  cost  for  most  users.  Although  percentage  is  expected  to  con- 
tinue to  be  weighted  towards  leased  circuits  for  at  least  the  next  several 
years,  the  type  of  circuits  needed  by  users  is  changing. 

To  assess  the  types  of  services  that  are  in  use  today  and  those  that  will  be 
required  in  the  future,  users  were  asked  to  identify  the  total  number  of 
circuits  that  are  currentiy  installed.  Since  the  purpose  of  the  question 
was  to  establish  a  base  for  assessing  change  and  not  provide  an  accurate 
count  of  the  number  of  circuits,  users  were  asked  to  define  their  network 
by  means  generally  acceptable  in  their  organization. 

Exhibit  IV-7  shows  the  number  of  circuits  regionwide  today  as  compared 
to  five  years  from  now.  There  are  several  key  points  to  note  from  the 
numbers  indicated. 
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•  Only  nominal  change  is  expected  in  the  overall  number  of  circuits 
projected  by  users  over  the  next  five  years. 

•  Considering  the  overall  growth  in  the  region,  installation  of  new  cir- 
cuits will  be  balanced  by  reduction  in  others  or  in  revision  to  circuit 
structure  to  achieve  overall  cost  effectiveness. 
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•  As  indicated  below,  there  will  be  a  shift  to  the  use  of  higher-speed 
circuits  to  replace  lower-speed  circuits  currently  implemented. 

Over  the  next  five  years,  there  will  be  a  significant  shift  in  the  types  of 
circuits  used  by  major  users  in  the  region.  Based  on  a  weighted  average 
calculation  of  the  number  of  circuits  currently  installed,  a  definite  trend  to 
higher-speed  circuits  is  noted.  Exhibit  IV- 8  indicates  the  current  percent- 
age of  circuits  by  major  category. 

•  While  there  will  continue  to  be  a  need  for  lower-speed  circuits  to 
provide  services  to  less  developed  areas,  there  will  be  continued  shift 
from  the  use  of  lower-speed  (teletype  grade)  circuits.  The  figures 
indicate  a  slight  increase  because  one  user  plans  to  increase  use  of  low- 
speed  circuits  into  a  number  of  lesser  developed  countries.  The  com- 
pany currently  has  litde  demand  for  higher  speeds. 

•  Users  indicate  that  their  use  of  voice-grade  circuits  (2400-9600  bps) 
circuits  will  decrease  by  an  estimated  36%  over  the  next  five  years. 
Though  the  use  of  voice  grade  circuits  will  continue  to  grow,  there  will 
be  a  trend  to  the  use  of  higher-speed  circuits  to  provide  service  over 
major  transmission  routes.  Users  indicate  that  voice-grade  circuits  will 
account  for  an  estimated  50%  of  their  circuit  needs  as  compared  to 
approximately  78%  today. 

•  Users  indicate  that  use  of  wideband  circuits  (50  Kbps  and  higher)  will 
make  up  a  greater  share  of  their  networks  five  years  from  now.  Cur- 
rentiy  accounting  for  an  estimated  18%  of  the  total  number  of  circuits, 
wideband  circuits  will  grow  by  an  estimated  139%  over  the  next  five 
years  to  account  for  an  estimated  43%  of  their  total  circuit  require- 
ments. 

There  are  several  reasons  cited  by  users  for  the  shift  from  lower-  to 
higher-speed  circuits.  - 

•  Organizations  are  continuing  to  make  on-line  services  available  directly 
to  offices,  irrespective  of  their  geographic  location. 

•  Systems  integration  is  a  continuing  trend  in  large  organizations.  With 
the  increased  integration  of  services,  there  is  a  greater  demand  for  the 
use  of  networks  to  provide  a  wider  variety  of  corporate  data. 

•  With  the  increased  need  for  data,  there  is  a  corresponding  increase  in 
the  volume  of  data  transmitted,  requiring  higher  transmission  speeds. 
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EXHIBIT  IV-8 


COMPOSITION  OF  USER  CIRCUITS 
BY  CIRCUIT  TYPE 
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•  With  the  increased  availability  of  higher-speed  services,  users  are 
obtaining  greater  flexibility  in  determining  how  networks  are  used. 
Circuit  composition  can  be  varied  to  meet  changing  needs,  and  capac- 
ity is  provided  to  be  able  to  expand  more  quickly  when  new  circuit 
options  are  identified. 

Users  and  providers  in  the  region  generally  agree  the  trend  toward 
higher-speed  circuits  will  continue  for  the  next  five  years. 

•  In  countries  where  wideband  or  IBS  service  is  available,  providers 
indicate  that  the  growth  rate  will  be  an  estimated  10%  to  15%  per  year. 
With  the  exception  of  two  users  that  are  in  the  process  of  consolidating 
their  services  in  the  Asia/Pacific  area,  users  also  project  an  estimated 
increase  of  approximately  10%  per  year. 

Network  management  remains  a  key  concern  to  most  organizations. 
With  international  networks  becoming  increasingly  critical  to  the  success 
of  the  business,  effective  management  of  the  network  is  an  increasing 
requirement. 
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As  Exhibit  IV-9  indicates,  the  majority  of  users  manage  their  Asia/Pacific 
network  from  their  headquarters  location.  The  reasons  given  for  main- 
taining control  at  the  headquarters  location  were  generally  consistent. 
Users  cited  the  following  reasons. 

•  Lower  Cost  -  Users  generally  agree  that  managing  a  network  from  a 
headquarters  office  is  the  most  cost-effective. 

•  Better  Control  -  Users  generally  agree  that  managing  a  network  from  a 
headquarters  office  provides  the  greatest  degree  of  control.  Control 
was  a  key  element  in  organizations  whose  services  are  becoming 
increasingly  integrated  and  the  corporate  networks  more  complex. 

•  Better  Coordination  -  As  with  control,  users  believe  that  a  high  degree 
of  coordination  is  needed  as  networks  become  more  complex. 


PRIMARY  LOCATION  FOR  MANAGING 
REGIONAL  NETWORKS 
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Although  the  majority  of  users  still  believe  that  headquarters  staff  can 
provide  the  most  effective  network  management  services,  the  trend  could 
change  over  the  next  few  years. 

As  part  of  the  research,  users  were  asked  to  indicate  whether  they  would 
consider  having  a  third  party  perform  network  management  services  in 
the  Asia/Pacific  area.  As  indicated  in  Exhibit  IV- 10,  a  significant  num- 
ber of  users  now  consider  network  management  by  a  third  party  to  be  a 
viable  option,  assuming  that  the  costs  are  acceptable. 


EXHIBIT  IV-10 

COMPANIES  THAT  WOULD  CONSIDER 

THIRD-PARTY  MANAGEMENT 

/  NO 

YES  \ 

45%  1 
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There  were  several  factors  users  cited  that  they  would  consider  regarding 
third-party  network  management.  Reasons  for  third-party  management 
included  the  following: 

•  The  region  is  too  far  away  for  us  to  be  able  to  manage  effectively. 

•  Third-party  management  provides  an  opportunity  for  improved  man- 
agement. 

•  A  third  party  could  probably  do  a  better  job  than  our  limited  corporate 
staff. 

•  Using  a  third  party  could  improve  our  flexibility  to  meet  future  needs. 
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•  A  third  party  could  provide  increased  network  reliability. 

•  Third-party  management  would  reduce  corporate  resources. 

•  Using  a  third  party  would  reduce  our  management  costs. 

•  Using  a  third  party  would  ensure  that  we  had  more  experienced  people. 

Although  there  were  several  reasons  cited  for  interest  in  considering  a 
third  party  for  network  management,  there  was  only  one  significant 
reason  given  for  not  considering  third-party  management  to  be  an  attrac- 
tive alternative. 

The  reason  cited  for  not  wanting  to  consider  a  third-party  agreement  was 
increased  control.  The  estimated  45%  of  the  organizations  that  would  not 
consider  a  third  party  consider  internal  control  to  be  a  high  priority  in  the 
overall  management  priorities. 

An  additional  area  that  was  considered  with  users  of  leased  circuits 
services  was  whether  there  would  be  any  trend  in  the  Asia/Pacific  area  to 
levy  a  volume  tariff  on  the  use  of  leased  circuits  as  an  encouragement  to 
use  public  network  services.        .  ^ 

None  of  the  providers  indicated  any  trend  toward  adopting  volume 
charges  for  the  use  of  leased  circuits,  and  users  generally  do  not  consider 
this  to  be  a  significant  factor  in  the  region. 

5.  Public  DataA^alue- Added  Network  Services 

The  growth  and  use  of  public  data  networks  is  one  of  the  most  significant 
forces  in  the  Asia/Pacific  region  and  is  likely  to  remain  so  for  a  number 
of  years.  Domestic  or  international  services  are  currently  being  used  in 
all  countries  included  in  the  survey,  with  international  services  being  the 
predominate  requirement. 

Exhibit  rV-ll  provides  a  summary  of  the  use  of  domestic  and  interna- 
tional public  network  services  in  each  of  the  countries  included  in  the 
survey.  (New  Zealand  was  not  included  in  the  numerical  surveys,  but 
usage  in  New  Zealand  is  reported  to  be  very  low.) 

Of  the  countries  included  in  the  survey  China,  the  Philippines,  and  Thai- 
land do  not  currently  have  domestic  public  data  networks  and  in  Malaysia 
and  Indonesia  network  use  has  not  been  significantly  promoted. 
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EXHIBIT  IV-11 


PUBLIC  DATA  NETWORK  USE  BY  COUNTRY 
DOMESTIC/INTERNATIONAL 
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In  China,  a  national  public  network  is  planned  for  implementation  within 
the  next  two  years,  however  indications  are  that  the  primary  purpose  will 
be  for  use  by  the  government  and  there  will  be  little  commercial  promo- 
tion. Access  to  international  services  from  the  domestic  network  will  be 
through  a  node  located  in  Paris. 
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In  Malaysia  and  Indonesia,  the  national  providers  indicate  that  they  will 
be  beginning  to  promote  the  use  of  their  national  network  within  the  next 
year.  Both  indicate  electronic  mail  is  the  most  significant  need.  In 
Indonesia,  the  most  significant  problem  with  building  usage  of  their 
domestic  network  is  the  lack  of  domestic  circuits  to  provide  connections 
to  the  network.  Both  telephone  and  leased  circuits  are  in  short  supply  and 
are  expected  to  remain  so  for  the  next  several  years. 

Among  the  questions  asked  of  users  was  the  primary  reason  for  using  a 
public  data  network.  They  were  asked  to  rate,  on  a  scale  of  1  to  5,  the 
degree  of  importance  of  several  reasons.  The  results  are  summarized  in 
Exhibit  IV-12. 


EXHIBIT  IV-12 


PRIMARY  REASONS  FOR  USE  OF  PUBLIC 
DATA  NETWORKS 
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•  Among  the  reasons,  access  to  corporate  systems  was  rated  highest 
among  the  alternatives  provided.  Since  all  of  the  users  included  in  the 
survey  currendy  have  leased  circuits,  corporate  access  was  concluded 
to  be  to  supplement  leased  circuit  services  or  to  gain  access  to  a  corpo- 
rate service  that  was  used  only  occasionally. 

•  Use  of  a  public  network  as  an  alternative  to  leased  circuit  ranked 
second  among  the  reasons  for  selecting  a  public  network.  Users  indi- 
cate that  use  of  a  public  network  is  considered  a  viable  alternative  in 
areas  where  there  is  not  sufficient  volume  to  justify  a  leased  circuit. 

•  While  public  network  use  for  a  specific  application  ranked  third  among 
the  reasons,  the  rating  indicates  diat  use  of  a  public  network  for  a 
specific  application  is  nearly  as  important  as  corporate  access  and  use 
as  a  circuit  alternative. 

•  Use  of  a  public  network  for  access  to  commercial  data  bases  received 
the  lowest  rating  among  the  alternatives.  Generally,  unless  there  is  a 
specific  research  need,  users  indicate  that  commercial  data  base  access 
is  not  a  high  priority. 

Users  were  also  asked  to  provide  a  rating  for  reasons  for  selecting  a 
specific  network  provider,  when  a  selection  alternative  was  available. 
The  research  recognizes  that  alternatives  are  not  always  available  in 
foreign  countries.  Exhibit  IV- 13  provides  a  summary  of  the  key  re- 
sponses. 

From  the  ratings  provided,  there  are  a  number  of  observations  that  can  be 
made. 

•  Users  generally  select  a  provider  for  a  specific  service.  The  fact  that  a 
provider  can  offer  a  wide  variety  of  services  is  not  sufficient  reason  for 
selection.  The  specific  reason  most  frequentiy  mentioned  was  elec- 
tronic mail  services. 

•  Service  quality  is  generally  equally  as  important  as  the  service  pro- 
vided. A  slight  difference  was  noted,  but  the  difference  is  not  great 
enough  to  suggest  any  real  difference  in  importance. 

•  Geographic  coverage  is  also  generally  important  to  users.  With  busi- 
ness expansion  to  an  increasing  number  of  countries,  the  ability  to 
provide  the  most  needed  services  to  an  increasing  number  of  countries 
will  be  of  increasing  importance. 

•  Relative  to  other  factors,  service  cost  is  not  a  major  consideration  with 
most  users.  Although  cost  is  a  factor  in  all  decisions,  users  are  increas- 
ingly interested  in  functionality  and  are  less  concerned  about  the  cost 
than  the  availability  and  the  quality  of  the  service. 
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Considering  the  recent  trend  in  Europe  to  'encourage'  organizations  to 
use  public  data  network  services,  users  were  asked  whether  they  are 
aware  of  any  pressure  on  the  providers  to  convert  to  public  network 
services. 

•  National  providers  indicate  that  they  do  not  place  any  pressure  on  users 
to  select  public  network  services  as  an  alternative  to  leased  circuits. 

•  Users  generally  agree  that  there  is  littie  encouragement  today  to  use 
public  data  network  services  as  an  alternative  to  leased  circuits,  but 
they  think  this  will  change. 

•  Approximately  76%  of  the  users  beheve  that  providers  will  place 
increased  emphasis  on  encouraging  users  to  select  public  networks  as 
an  alternative  to  leased  circuits.  The  predominate  reason  given  is  that 
public  networks  make  better  use  of  resources  and  therefore  provide 
greater  profit  opportunity  for  the  providers. 
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From  information  gathered  from  users  and  providers,  INPUT  believes 
that  the  trend  of  encouraging  the  use  of  public  networks  will  grow; 
however,  the  form  of  the  'encouragement'  will  be  indirect  rather  than 
direct. 

•  Providers  will  increase  their  emphasis  on  expanding  the  number  of 
services  available,  particularly  as  network  connectivity  becomes  a 
reality. 

•  Providers  will  increase  their  promotion  of  network  services.  When 
asked  about  services  available,  the  providers  will  tend  to  provide 
information  about  leased  circuit  services  only  on  specific  request. 

•  The  providers  could  also  place  emphasis  on  providing  network  services 
by  ensuring  reduced  installation  and  service  times  for  network  services 
as  compared  to  other  services.  Generally,  users  will  learn  to  expect  a 
higher  level  of  service  for  public  network  services. 

A  key  indicator  of  the  extent  that  public  networks  will  be  emphasized  by 
the  providers  is  the  difference  in  growth  projections  from  users  and 
providers.  As  indicated  in  Exhibit  IV- 14,  the  providers  believe  that 
public  network  use  will  grow  at  a  significantly  higher  rate  that  do  users. 

Users  generally  believe  that  services  will  continue  to  grow,  but  at  a 
steady  rate  estimated  to  be  10%  to  12%  a  year.  The  providers  indicate  a 
significantly  higher  growth  rate. 

Recognizing  that  the  base  of  users  is  small  in  some  countries,  providers 
indicate  that  growth  could  exceed  100%  per  year  for  the  next  several 
years  as  emphasis  is  placed  on  developing  the  service.  The  estimate 
indicated  for  the  providers  is  INPUT'S  estimate  of  the  provider  projected 
growth.  The  estimate  is  intended  to  balance  the  projections  of  20%  to 
30%  by  some  countries  with  better  developed  services  and  the  100%  to 
150%  estimated  by  some  providers  with  less-developed  services. 

Both  users  and  providers  were  asked  to  indicate  the  public  network 
services  that  are  most  needed.  From  providers  and  users,  two  services 
were  universally  mentioned.  Users  added  a  third  consideration  that  they 
consider  critical.  The  services  most  often  mentioned  were  the  following. 

•  Network  Connectivity  -  Users  are  increasingly  in  need  of  the  ability  to 
interconnect  the  services  of  one  network  with  the  services  of  another 
network. 

-  Since  users  frequendy  have  little  choice  of  the  international  provider 
that  is  used  by  a  national  provider,  users  need  the  abiUty  for  data  to 
be  passed  from  one  network  to  another. 
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-  Providers  do  not  have  the  same  sense  of  need  regarding  network 
connectivity;  however,  they  acknowledge  user  need  for  this  type  of 
functionality. 

•  Electronic  Mail  -  Electronic  mail  is  the  most  frequently  mentioned 
service  by  both  users  and  providers.  However,  the  providers  indicate 
that  the  basic  E-mail  services  need  to  be  enhanced  to  be  of  real  value  to 
users.  They  are  interested  in  opportunities  to  enhance  services  and  are 
less  interested  in  adding  services  that  provide  the  same  level  of  func- 
tionality. 

•  Electronic  Data  Interchange  -  EDI  is  the  second  most  frequently  men- 
tioned value-added  service.  Although  EDI  is  just  beginning  to  grow,  its 
value  is  widely  recognized  and  it  is  believed  to  be  a  key  service  by 
many  of  the  providers. 
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To  assess  whether  there  are  any  new  services  emerging,  users  and  pro- 
viders were  asked  to  identify  whether  there  were  other  value-added 
network  services  that  were  needed  but  not  currently  available.  Increased 
network  security  was  indicated  as  one  area,  but  there  were  no  other  new 
services  that  emerged  as  significant  considerations. 

6.  ISDN  Services  and  Developments 

To  providers  in  the  Asia/Pacific  area,  ISDN  is  as  much  an  enigma  as  it  is 
to  users  and  providers  in  other  countries  of  the  world. 

•  Providers  generally  agree  that  there  are  benefits  to  the  introduction  of 
ISDN  services  and  in  some  cases  can  identify  general  areas  of  applica- 
tions, but  they  generally  relate  to  overall  improvement  and  increased 
telephone  'POTS'  services. 

•  Users  also  agree  that  there  are  benefits  to  the  introduction  of  ISDN,  but 
they  are  not  able  to  identify  specific  services  that  are  needed  that 
cannot  be  obtained  through  other  means. 

•  Although  providers  in  the  more-developed  countries  agree  that  they 
will  continue  to  develop  the  basic  infrastructure  for  providing  ISDN 
services,  they  also  generally  agree  that  users  will  need  to  make  their 
requirements  known  before  services  can  be  introduced. 

ISDN  will  continue  to  grow  in  the  region,  but  growth  will  be  slow. 
INPUT  believes  that  growth  of  ISDN  will  follow  a  pattern  similar  to  the 
pattern  in  the  United  States. 

•  Providers  will  develop  the  infrastructure  and  wait  for  users  to  identify 
specific  applications  that  are  needed. 

»  The  initial  introduction  will  be  in  two  basic  forms.  Initially,  wide 
national  highways  will  be  made  available.  This  will  be  followed  by  the 
introduction  of  a  limited  number  of  specific  services. 

•  Over  time,  services  will  be  introduced  as  'service  sets'  based  on  ISDN, 
but  they  will  not  be  identified  as  ISDN  service. 

7.  Other  Services 

Among  the  services  needed  by  providers  in  the  Asia/Pacific  area,  soft- 
ware is  one  of  the  increasingly  key  elements.  Software  is  needed  by 
developing  countries  to  perform  network  development  and  control 
functions  and  to  provide  customer  support  services. 
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In  addition  to  basic  software  to  provide  control  and  service,  two  addi- 
tional types  of  software  are  expected  to  become  increasingly  important. 
These  two  additional  types  will  be  needed  by  more  developed  countries. 

The  types  of  software  needed  by  developing  and  developed  countries 
include  the  following: 

•  Operations  Control  and  Management  Software  -  Software  to  perform 
the  basic  functions  of  network  design,  installation  management,  and 
maintenance  control  services  is  needed  by  nearly  all  developing  coun- 
tries. 

Countries  that  need  this  type  of  software  include:  China,  Indonesia,  the 
Philippines,  and  Thailand.  There  are  a  number  of  considerations 
relative  to  providing  software  to  these  countries. 

-  In  China,  marketing  efforts  would  be  lengthy  and  complex,  since 
efforts  would  need  to  be  made  to  establish  relationships  with  each  of 
the  major  provinces  that  are  currently  working  to  upgrade  their 
facilities.  In  addition,  there  are  indications  that  major  hardware 
providers  such  as  Ericsson  are  providing  both  software  and  training 
as  part  of  their  hardware  sales. 

-  In  Indonesia,  the  authorities  indicate  that  they  have  the  software 
necessary  to  meet  their  current  operating  neeids.  New  software  is 
needed  to  better  control  the  management  process,  but  an  extended 
period  of  time  should  be  expected  to  develop  a  relationship  for  the 
future. 

-  Software  services  are  needed  by  PLDT  and  the  independent  provid- 
ers. However,  reports  indicate  that  software  acquisitions  have  re- 
centiy  been  contracted  for  by  the  national  authority. 

-  The  Telecommunications  Organization  of  Thailand  has  a  requirement 
for  numerous  services  including  software,  but  it  has  not  indicated 
significant  interest  in  acquiring  services  other  than  basic  equipment. 

•  Customer  Service  Systems  -  These  services  include  itemized  billing 
systems  and  other  services  that  provide  customer  information  for 
analysis  and  alternatives  assessment  Of  the  countries  included  in  the 
survey,  only  China  and  Indonesia  report  that  they  do  not  currently  have 
these  types  of  systems. 

-  Users  indicate  that  this  type  of  information  is  not  available  in  the 
Philippines,  but  PLDT  indicates  that  this  information  will  become 
available  as  part  of  their  development  plans. 
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-  In  Malaysia,  itemized  detail  is  available  and  is  viewed  by  the  na- 
tional provider  (STN)  as  a  commercial  product.  It  charges  residen- 

.  tial  users  M$LOO  for  a  detail  bill  and  commercial  customers  M$2.00. 
STN  indicates  also  that  it  has  entered  into  an  agreement  with  North- 
em  Telecom  to  market  its  software  to  other  countries. 

-  In  Indonesia,  the  authorities  indicate  that  itemized  detail  is  not  an 
important  element  in  the  development  plans.  They  believe  that  it 
produces  an  excessive  amount  of  paper  that  is  not  necessary  to  the 
service  process. 

Two  additional  types  of  software  that  INPUT  believes  will  be  of  increas- 
ing importance  are  products  to  permit  users  to  have  increased  control 
over  their  networks.  The  first  is  X.400  gateway  software  that  will  oper- 
ate on  PCs  or  workstations,  and  the  second  is  software  that  will  permit 
the  control  of  virtual  networks. 

•  In  a  number  of  cases,  national  providers  indicated  that  with  the  increas- 
ing trend  toward  higher-speed  circuits,  there  will  be  a  need  for  users  to 
be  able  to  modify  the  allocation  of  their  bandwidth  based  on  changing 
needs  and  requirements.  Though  this  software  could  generally  be 
considered  part  of  the  operations  control  software,  the  level  of  sophisti- 
cation is  considerably  beyond  the  systems  that  are  available  today  in 
many  of  the  countries. 

•  X.400  gateways  are  reported  to  be  of  increasing  importance  in  all  the 
countries  and  with  the  continuing  growth  of  PCs  in  offices,  the  ability 
to  integrate  services  will  become  increasingly  important. 

8.  Rates  and  Tariff— Trends 

With  two  exceptions,  providers  of  domestic  and  international  services 
agree  that  rates  and  tariffs  will  decrease  over  the  next  five  years.  How- 
ever, the  extent  of  the  decreases  varies  by  country.  Overall,  there  appear 
to  be  two  key  reasons  for  tariff  decreases. 

•  The  two  countries  that  indicated  that  there  will  not  be  any  changes  in 
tariffs  are  China  and  Indonesia.  Both  indicate  that  the  demand  for 
services  is  sufficiently  great  that  there  is  no  need  to  reduce  tariffs.  In 
addition,  both  countries  are  sufficientiy  underdeveloped  that  revenue  is 
needed  to  continue  development. 

•  Authorities  in  Australia  indicate  that  rates  for  voice  services  should 
decline  an  estimated  5-10%  over  the  next  five  years.  They  indicate 
that  rates  for  circuits  should  decline  by  10-15%  over  the  five-year 
period. 
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•  In  Hong  Kong,  C&W  indicates  that  there  should  be  a  trend  of  declining 
rates  but  believes  that  reductions  would  begin  to  squeeze  profit  margins 
and  could  result  in  the  subsidization  of  some  services  that  are  being 
developed.  C&W  would  not  provide  a  specific  estimate  for  rate  reduc- 
tions. 

•  Authorities  in  Malaysia  indicated  that  rates  should  decline  an  estimated 
3%  to  5%  per  year  for  all  services.  The  average  was  intended  to  reflect 
that  some  may  decline  at  a  greater  rate  and  some  may  not  decline  at  all. 

•  Authorities  in  Korea  indicated  there  should  be  a  reduction  in  rates  of 
approximately  10%  over  the  next  five  years. 

•  In  Japan,  rates  for  national  services  are  projected  to  decline  by  an 
estimated  10%  over  the  period.  Rates  for  most  intemational  services 
are  also  projected  to  decline  by  approximately  the  same  amount,  with 
the  exception  of  higher- speed  leased  circuits,  which  may  decline  by  up 
to20%. 

•  Both  New  Zealand  and  the  Philippines  indicate  that  rates  should  decline 
over  the  next  five  years  by  an  estimated  10%  to  15%. 

•  In  Singapore,  the  rates  for  voice  services  are  projected  to  decline  by  an 
estimated  20%  to  30%  over  the  period.  The  largest  reductions  are 
expected  in  packet  switch  services,  where  the  rates  are  projected  to 
decline  by  approximately  40%. 

•  In  Thailand,  rates  for  all  services  are  projected  to  decline  by  an  esti- 
mated 10%  to  30%  over  the  five-year  period. 

E   •    ■         :  -  ■  •       ■      -  -■        -     ■  ' 

Regional  1.  Introduction 

Telecommunications  ^ 
Issues  other  parts  of  the  world,  there  are  numerous  issues  facing  both 

users  and  service  providers  in  the  Asia/Pacific  area.  The  trend  toward 
privatization  has  been  embraced  by  some  countries  and  is  being  consid- 
ered by  others.  The  rate  of  privatization  is  progressing  more  slowly  than 
users  would  like  and  somewhat  more  rapidly  than  lesser-developed 
countries  can  successfully  accommodate. 

Among  the  difficulties  facing  a  number  of  countries  is  the  significantly 
increased  number  of  providers  that  have  emerged  as  a  result  of  U.S. 
deregulation  and  are  now  trying  to  achieve  market  recognition  and 
penetration  with  a  wide  array  of  products.  The  presence  of  an  increased 
number  of  providers  has  caused  a  number  of  national  authorities  to 
suggest  that  they  will  only  consider  products  and  services  that  will  pro- 
vide a  considerable  degree  of  added  value  to  the  products  provided  by 
traditional  suppliers.  National  authorities  are  interested  in  long-term 
relationships  and  question  the  long-term  commitment  of  many  providers. 
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The  following  paragraphs  consider  a  number  of  issues  that  face  both 
providers  and  users. 

2.  Organizations  and  Structures 

Though  not  identified  specifically  by  users,  the  organization  of  the 
national  and  international  authorities  is  frequently  a  key  cause  for  many 
of  the  difficulties  that  users  experience.  In  an  effort  to  build  domestic 
organizations,  a  number  of  countries  created  national  structures  that  are 
bureaucratic  and  have  conflicting  priorities.  Countries  where  the  struc- 
ture provides  a  problem  to  domestic  and  international  users  include  the 
following: 

•  China  is  a  notable  example  of  a  country  where  the  lack  of  central 
planning  is  causing  significant  problems  by  permitting  the  develop- 
ment of  provincial  and  local  services  with  standards  that  can  differ 
from  surrounding  areas.  In  a  country  the  size  of  China,  users  are 
frequentiy  faced  with  dealing  with  numerous  providers  to  obtain 
services. 

The  situation  is  China  is  not  expected  to  change  to  a  great  degree; 
however,  the  government  has  indicated  that  it  will  begin  to  expand  its 
role  in  the  planning  process  to  achieve  a  greater  degree  of  conformity 
to  international  standards. 

•  In  Korea,  the  operating  authority  granted  to  DACOM  and  KTA  has 
created  a  confusing  and  difficult  situation  for  users.  With  KTA  having 
authority  over  most  public  services  and  DACOM  having  authority  over 
public  data  network  services,  the  requirement  that  DACOM  approve 
requests  for  leased  circuit  services  can  cause  extended  delays. 

The  situation  in  Korea  is  not  expected  to  change,  particularly  since  the 
authorities  have  indicated  that  increased  emphasis  will  be  placed  on  the 
development  of  public  data  network  services.  The  situation  could  even 
worsen,  as  pubUc  network  emphasis  grows. 

•  In  the  Philippines,  the  presence  of  multiple  providers  in  a  very  limited 
market  has  created  a  situation  where  users  receive  less  than  compre- 
hensive services  from  any  given  provider.  In  addition,  with  PLDT 
placing  increased  emphasis  on  development  of  services  to  outlying 
areas,  the  enhancement  of  services  in  the  metropolitan  areas  is  not 
expected  in  the  next  several  years. 

•  In  Thailand,  the  division  of  responsibility  between  CAT  and  TOT  is 
beginning  to  be  questioned  by  local  representatives.  CAT  has  demon- 
strated a  responsiveness  to  users,  and  TOT  has  been  less  than  aggres- 
sive in  building  a  national  infrastructure.  Changes  to  TOT  manage- 
ment or  reporting  relationships  are  being  considered  and  could  result  in 
increased  emphasis  in  the  improvement  of  the  national  infrastructure. 
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3.  Regional  and  International  Regulations 

CCnr  Recommendations  are  the  basis  for  policies  and  standards 
throughout  the  region.  However,  the  degree  of  interpretation  has  begun 
to  vary  in  a  number  of  countries.  Standards  are  expected  to  remain 
defined,  but  there  is  the  beginning  of  a  trend  to  interpret  policy  recom- 
mendations somewhat  more  liberally  than  previously. 

The  key  change  noted  is  the  easing  of  regulations  related  to  the  sharing  of 
networks.  In  a  number  of  countries,  requirements  for  sharing  networks 
are  becoming  less  stringent  than  previously.  There  are  two  reasons  for 
the  change. 

•  With  the  growth  of  public  networks,  there  is  less  of  a  requirement  to 
strictly  enforce  the  'closely  related  organization'  recommendation  for 
the  sharing  of  networks.  With  public  networks,  there  is  litde  need  for 
this  policy. 

•  A  number  of  national  authorities  have  indicated  that  they  will  interpret 
the  recommendations  more  liberally  as  high-speed  circuits  become 
increasingly  popular.  The  authorities  recognize  the  need  to  optimize 
the  use  of  wideband  circuits. 

4.  Public  versus  Private  Network  Trends 

There  is  a  definitive  trend  toward  the  use  of  public  data  networks.  How- 
ever, none  of  the  national  authorities  indicated  that  any  effort  would  be 
placed  on  trying  to  convert  users  from  private  to  public  networks.  None 
indicated  any  restrictions  related  to  the  selection  of  a  public  or  private 
network. 

The  trend  indicated  by  the  authorities  is  to  continue  to  develop  value- 
added  services  and  to  expand  the  transmission  capacity  of  public  net- 
works, providing  a  viable  alternative  to  private  networks.  Three  general 
trends  were  noted: 

•  The  authorities  will  continue  to  add  value  to  their  networks,  inducing 
organizations  to  make  use  of  publicly  available  services  rather  than 
develop  their  own.  Initially,  the  services  will  augment  the  basic  service 
provided  by  a  private  network. 

•  The  authorities  will  place  increased  emphasis  on  marketing  public 
network  and  value-added  services  and  will  begin  to  de-emphasize  the 
availability  of  private  network  services.  Users  will  find  that  they  will 
have  to  become  increasingly  knowledgeable  about  leased  circuit  serv- 
ices available,  to  ensure  that  they  can  obtain  needed  services. 
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•  Users  will  increasingly  rely  on  value-added  networks  for  many  of  their 
international  services.  This  trend  will  begin  during  the  next  five  years 
and  will  continue  until  the  majority  of  services  are  obtained  through 
value-added  service  networks. 

5«  Resale/Shared  Use  Trends 

One  of  the  key  changes  is  the  easing  of  regulations  related  to  the  sharing 
of  networks.  In  a  number  of  countries,  requirements  for  sharing  net- 
works are  becoming  less  stringent  than  previously.  There  are  two  rea- 
sons for  the  change. 

•  With  the  growth  of  public  networks,  there  is  less  of  a  requirement  to 
strictly  enforce  the  'closely  related  organization'  recommendation  for 
the  sharing  of  networks.  With  public  networks,  there  is  little  need  for 
this  policy. 

•  A  number  of  national  authorities  have  indicated  that  they  will  interpret 
the  recommendations  more  liberally  as  high-speed  circuits  become 
increasingly  popular.  The  authorities  recognize  the  need  to  optimize 
the  use  of  wideband  circuits. 

The  easing  of  policies  related  to  sharing  networks  will  continue  over  the 
years,  but  the  trend  will  be  very  gradual.  Definitive  change  will  not  be 
noted  until  public  networks  and  wideband  services  become  more  pro- 
nounced. 

Restrictions  on  the  resale  of  circuits  will  continue  and  could  become 
more  of  an  issue  as  competition  increases  and  the  number  of  value-added 
networks  increases. 

6.  Telecommunications  Standards 

When  asked  about  the  extent  that  standards  create  difficulties  for  users, 
most  users  indicated  that  the  standards,  or  lack  thereof,  do  not  create  any 
significant  difficulty.  Generally,  users  indicate  that  they  have  found  their 
own  solutions  to  problems  that  have  emerged.  However,  all  indicate  that 
the  availability  of  standardized  software  would  ease  their  problems  and 
could  reduce  their  costs. 

•  Users  indicated  the  lack  of  network  standards  such  as  X.75,  X.400,  and 
OS  I  do  not  currently  create  major  problems  for  them.  However,  it 
should  be  noted  that,  in  many  countries,  basic  services  are  still  in  such 
great  need  that  Open  Systems  are,  as  yet,  not  an  issue.  Providers 
indicate  that  they  will  be  guided  by  CCITT  Recommendations  as 
requirements  emerge. 
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•  The  lack  of  application  standards  such  as  X.12  and  Edifact  is  emerging 
as  a  problem.  Application  standards  are  increasingly  needed  as  value- 
added  networks  increase  in  importance.  If  value-added  services  are  to 
grow,  application  standards  will  need  to  be  in  place. 

Differing  equipment  standards  remain  a  problem,  but  the  problem  has 
continued  to  decrease  over  the  past  several  years.  Equipment  standards 
are  expected  to  become  less  of  a  problem  in  most  countries  over  the  next 
several  years. 

7.  Privacy  Protection/Data  Flow  Restrictions 

Privacy  protection  and  data  flow  restrictions  have  not  emerged  as  signifi- 
cant problems  in  the  Asia/Pacific  area  and  are  not  expected  to  over  the 
next  several  years.  Basic  regulations  related  to  privacy  protection  are  in 
place  in  several  countries,  but  enforcement  is  not  known  to  have  pre- 
sented a  major  problem  to  users  in  the  area. 

No  major  changes  are  expected  over  the  next  several  years.  However, 
increased  attention  may  emerge  as  the  interconnection  of  public  networks 
becomes  more  prominent  to  ensure  that  private  data  remains  with  a 
country. 

8.  Hong  Kong  Government  Change — Regional  Implications 

The  pending  changes  in  the  government  of  Hong  Kong  should  have  little 
impact  on  providers  or  users  over  the  next  two  to  three  years.  Beyond  the 
two  to  three  year  period,  much  will  depend  on  the  how  the  draft  of  the 
new  'Basic  Law'  is  received. 

If  the  law  does,  in  fact,  provide  economic  and  political  protection  for  the 
colony  as  has  been  suggested,  then  few  changes  should  be  expected  over 
the  five-year  period.  If  the  law  does  not  provide  the  protections  deemed 
necessary  by  the  citizens  or  business,  several  trends  may  be  noted. 

•  Businesses  will  begin  to  increase  their  efforts  to  diversify  their  interests 
out  of  the  colony  to  provide  economic  protection,  in  anticipation  of  the 
change  in  1997. 

•  There  will  be  an  increasing  trend  on  the  part  of  the  more  educated 
population  to  find  ways  to  emigrate  from  the  colony,  worsening  the 
labor  shortage  of  educated  middle  management. 

If  the  base  of  middle  management  resources  begins  to  erode,  a  deterio- 
ration of  service  quaHty  could  begin. 

Overall,  the  colony  should  remain  stable  for  at  least  the  next  five  years. 
Any  trends  in  change  should  not  begin  to  emerge  to  any  significant 
degree  until  the  end  of  the  period. 
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User  concerns  typically  center  around  needs  and  requirements  to  imple- 
ment solutions  that  are  unique  to  the  organization.  In  a  number  of 
countries  around  the  world,  the  needs  of  the  organization  are  viewed  as 
having  less  criticality  than  the  needs  of  the  country. 

In  the  Asia/Pacific  area,  concerns  generally  fall  into  the  same  categories 
as  other  countries  around  the  world.  However,  indications  from  users 
suggest  that  many  of  the  'traditional'  problem  areas  are  less  of  a  concern 
in  the  Asia/Pacific  area  than  in  other  areas  of  the  world. 

In  the  region,  the  single  biggest  need  is  for  increases  in  basic  services, 
primarily  quality  telephone  and  leased  circuit  services.  The  need  for 
basic  services  will  remain  a  concem  for  a  number  of  years. 

Users  generally  expressed  little  concem  over  the  issues  of  privacy  pro- 
tection and  the  flow  of  data  beyond  national  boundaries.  To  date,  users 
see  only  minimal  effort  to  implement  major  restrictions.  However,  users 
note  also  that  these  issues  could  come  into  greater  focus  as  the  develop- 
ment of  public  network  services  becomes  more  pronounced. 

As  part  of  the  research,  users  were  asked  to  rate  the  level  of  concem  over 
the  restrictiveness  of  tariffs,  standards,  and  general  practices. 

•  Users  expressed  only  moderate  concem  over  the  restrictiveness  of 
tariffs.  All  agree  that  they  are  too  high,  but  the  tariff  levels  were  not  a 
major  contributor  to  decisions  about  expanding  or  not  expanding  a 
network. 

•  The  restrictiveness  of  standards  was  also  not  considered  to  be  excep- 
tionally high.  However,  a  number  of  users  noted  that  the  primary 
reason  would  most  likely  be  that  they  have  greater  concerns  about  the 
lack  of  basic  services. 

Users  generally  reflected  that  they  were  not  terribly  concemed  about 
the  lack  of  OSI  or  X.75  standards  in  countries  where  obtaining  basic 
telephone  ser/ices  remains  a  problem. 

•  The  area  of  concem  that  did  receive  high  ratings  was  related  to  the 
policies  of  the  local  authorities.  Users  reflect  concem  about  the  lack  of 
willingness  of  national  providers  to  consider  alternatives  that  will  meet 
a  particular  need  just  because  the  approach  has  not  been  tried  before. 

The  concems  related  to  tariffs,  standards,  and  practices  are  expected  to 
remain  for  some  time. 
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•  Tariffs  are  expected  to  continue  to  decline  at  a  gradual  rate,  but  not  at  a 
rate  that  would  satisfy  many  users. 

•  Network  standards  will  remain  a  problem  as  long  as  major  international 
providers  do  not  take  a  lead  to  provide  greater  network  connectivity. 

•  With  a  few  exceptions,  national  policies  are  not  expected  to  change  to 
any  great  degree. 

Concerns  over  volume-sensitive  tariffs  on  leased  circuits  do  not  appear  to 
be  a  trend  among  the  national  providers.  All  indicated  that  this  type  of 
charge  would  tend  to  stifle  the  increased  use  of  available  service  and 
would  generally  not  be  in  their  best  interest. 

Most  users  indicate  that  they  have  received  little  pressure  to  migrate  from 
private  to  public  networks;  however,  they  believe  that  there  will  be 
increased  focus  on  the  use  of  public  services. 

•  Users  generally  agreed  that  the  approach  used  by  the  national  providers 
to  move  users  from  public  to  private  networks  will  be  an. indirect 
approach,  rather  than  the  more  direct  approach  that  has  been  more 
common  in  Europe. 

•  In  addition,  users  believed  that  they  would  be  more  inclined  to  use 
public  network  services  when  the  services  become  available. 

One  area  for  which  there  has  been  concern  expressed  is  the  availability 
and  use  of  leased  circuits.  From  all  indications,  this  part  of  the  service 
base  is  alive  and  well  and  will  continue  to  be  a  major  contributor  to  user 
services  for  many  years. 

There  are  a  number  of  points  that  suggest  that  there  will  not  be  any 
significant  reduction  in  leased  circuit  services. 

•  One  point  that  suggests  the  continued  development  of  leased  circuit 
services  is  the  implementation  (or  planning  for  implementation)  of  an 
increasing  number  of  wideband  (IBS)  services. 

•  Most  countries  currentiy  provide  or  are  planning  to  be  able  to  provide 
wideband  digital  circuits  within  the  next  two  to  three  years. 

-  With  the  increased  use  of  wideband  circuits,  many  of  the  authorities 
indicated  that  they  will  permit  wider  latitude  in  how  the  circuits  are 
used. 
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-  A  number  of  countries  indicated  that  they  are  able  to  provide  or  are 
planning  to  provide  methods  (software)  for  users  to  define  the  use  of 
wideband  circuits.  In  one  country,  this  includes  the  ability  to  access 
a  central  office  in  the  country  and  dynamically  reconfigure  a  net- 
work. 

Dramatic  changes  in  the  policies  or  regulations  should  not  be  expected. 
Change  will  continue,  but  the  changes  will  frequenUy  only  be  noticeable 
when  compared  to  several  years  ago. 
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Conclusions  and 
Recommendations 


The  following  sections  provide  a  number  of  conclusions  and  recommen- 
dations related  to  the  trends  in  development  of  telecommunications 
services  in  the  Asia/Pacific  region.  These  are  followed  by  several  recom- 
mendations for  users  operating  in  the  region  and  providers  planning  to 
enter  or  expand  in  the  region. 


Conclusions  There  are  a  number  of  conclusions  that  can  be  drawn  from  the  research 

conducted.  They  can  be  summarized  as  follows: 

•  Within  the  next  five  to  eight  years,  fiber  optics  will  be  the  dominant 
transmission  medium  over  the  major  transmission  routes.  The  majority 
of  the  currently  planned  new  cables  will  become  operational  within  the 
next  two  to  three  years.  Additional  cables  are  being  planned  and  will 
expand  available  capacity  in  additional  areas. 

•  The  key  areas  of  growth  for  the  next  several  years  will  be  facsimile,  E- 
mail,  and  wideband  circuits.  EDI  may  begin  to  emerge  as  a  key  area. 

-  The  increasing  use  of  facsimile  will  continue  to  drive  the  use  of  voice 
services. 

-  E-mail  will  continue  to  grow,  but  will  not  become  a  dominant  force 
until  the  interconnection  of  international  networks  becomes  a  reality. 
When  this  begins  to  happen.  E-mail  will  begin  to  replace  facsimile. 

-  Wideband  circuits  will  continue  to  grow  and  will  provide  users  with 
options  that  have  not  been  available  previously. 
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The  key  trend  related  to  wideband  circuits  is  an  increasing  willing- 
ness on  the  part  of  national  authorities  to  permit  users  greater  latitude 
and  control  over  the  use  of  the  circuits.  Most  notably,  a  number  of 
authorities  indicated  an  increased  willingness  to  permit  the  sharing 
of  circuits  to  a  greater  degree  than  permitted  today, 

•  With  the  exception  of  China,  Indonesia,  and  Thailand,  the  authorities 
indicated  that  tariffs  will  continue  to  decline  in  response  to  three  major 
forces: 

-  Fiber  Cables  -  The  increasing  number  of  fiber  cables  and  the  corre- 
sponding increase  in  capacity  will  tend  to  create  tariff  reductions. 

-  Competition  -  Even  though  the  majority  of  the  countries  still  main- 
tain tight  control  over  services,  there  is  a  growing  trend  toward 
competition.  This  is  expected  to  continue  and  will  cause  tariffs  to  be 
increasingly  competitive. 

-  User  Demand  -  Despite  high  tariffs  and  less  than  open  policies,  user 
demand  is  increasing.  This  is  expected  to  create  opportunities  for 
reductions  in  tariffs. 

•  Emphasis  on  the  use  of  public  networks  will  become  more  pronounced. 
However,  the  emphasis  will  be  indirect  rather  than  direct.  Primary 
emphasis  will  be  directed  toward  providing  an  increased  number  of 
services  that  will  attract  users. 

•  National  providers  will  increase  their  efforts  to  establish  partnership 
arrangements.  However,  they  will  become  increasingly  selective. 

-  Providers  will  want  to  ensure  that  their  partner  has  a  long-term 
commitment  to  the  region. 

-  Providers  will  be  increasingly  selective  in  the  products  they  offer, 
tending  toward  those  that  will  bring  enhanced  added  value.  Products 
that  do  not  offer  enhanced  added  value  will  be  seen  less  favorably. 

-  Providers  will  more  favorably  consider  organizations  that  include 
opportunities  for  technology  transfer  as  part  of  their  negotiations. 

•  Users  need  to  place  greater  effort  in  identifying  future  needs.  The 
national  authorities  indicate  willingness  to  place  emphasis  on  services 
that  users  need,  but  suggest  that  they  have  little  knowledge  of  specific 
needs. 

•  Users  need  to  adopt  a  more  proactive  role  in  making  their  requirements 
known.  Individually  or  collectively,  they  need  to  ensure  that  specific 
current  and  future  requirements  are  conveyed  to  the  national  authori- 
ties. 
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Recommendations- 
Vendors 


There  are  a  number  of  key  recommendations  for  vendors  planning  on 
entering  the  region  or  expanding  their  service  base  in  the  region. 

•  International  providers  need  to  identify  the  primary  needs  of  users.  To 
understand  the  needs,  effort  will  need  to  be  placed  on  contacting  both 
the  headquarters  and  local/regional  office,  since  the  perceptions  of  need 
vary.  National  providers  indicated  that  they  are  increasingly  in  need  of 
information  about  key  user  needs  and  requirements. 

•  International  providers  need  to  ensure  that  the  products  being  offered 
have  *enhanced'  added  value.  National  providers  indicate  that  they  are 
generally  satisfied  with  the  basic  value  added  services  and  are  looking 
for  the  'next  generation'  of  products  and  services. 

•  International  providers  should  develop  plans  recognizing  that  market- 
ing cycles  can  be  lengthy.  National  providers  have  become  less  satis- 
fied with  organizations  that  are  here  today  and  gone  tomorrow.  They 
are  looking  for  the  development  of  long-term  relationships  that  can 
meet  needs  over  time.  - 

•  The  ability  to  transfer  technology  is  becoming  increasingly  important. 
Discussion  should  include  commitments  to  work  to  develop  local  staff 
to  assume  responsibility  for  the  product  or  service. 

•  International  providers  should  promote  full-service  capability.  Al- 
though the  national  provider  may  not  want  or  need  the  breadth  of 
services  offered,  the  ability  to  meet  a  range  of  needs  is  extremely 
important. 


Recommendations- 
Users 


Recommendations  for  users  center  on  three  primary  areas: 

•  Users  should  make  increased  efforts  to  make  their  requirements  known. 

-  Users  need  to  identify  specific  current  and  future  requirements. 
Sharing  of  trends  in  long-range  plans  assists  national  providers  in 
understanding  basic  requirements  that  will  emerge. 

-  Plans  need  to  be  quantified  to  the  extent  possible.  National  providers 
need  to  understand  the  potential  impact  of  growth  of  the  company 
and  of  the  plans. 

-  Users  need  to  increase  their  lobbying  efforts  to  obtain  needed  re- 
sources and  services. 
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•  Users  need  to  place  increased  effort  to  build  relationships.  Users 
should  make  the  investment  to  identify  problems  and  successes. 

•  Users  should  begin  to  plan  for  a  service  environment.  Although 
private  networks  will  dominate  for  the  next  several  years,  the  intercon- 
nection of  international  networks  will  drive  national  authorities  to 
focus  increasingly  on  the  use  of  public  network  services. 
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Country  Profiles 


A  

Australia  1.  Introduction 

Dating  from  its  founding  in  1788,  Australia  has,  until  recently,  remained 
somewhat  isolationist  in  its  economic  policies.  However,  the  situation 
has  been  changing  rapidly  in  the  past  few  years.  This  is  particularly  true 
in  the  area  of  telecommunications. 

2.  Economic  and  Political  Setting 

With  the  return  of  the  Labour  Party  to  power  in  recent  elections  and  the 
effective  elimination  of  the  party  archrival,  there  were  high  expectations 
for  rapid  progress  toward  economic  stabilization  and  development. 
However,  dissatisfaction  has  loomed  due  to  the  government's  apparent 
inability  to  quickly  address  Australia's  economic  problems. 

During  the  1986-1987  fiscal  year,  with  the  abandonment  of  the  fully 
indexed  wages,  wages  grew  approximately  6%  while  consumer  prices 
rose  approximately  9%,  resulting  in  the  first  decline  in  household  in- 
comes in  30  years. 

However,  during  the  same  period,  the  country  saw  an  increase  in  the 
volume  of  tradeable  goods,  tourism  increased  significantly,  and  the 
banking  and  finance  sector  saw  the  beginning  of  consolidation.  In  addi- 
tion, with  the  recent  revaluing  of  the  Australian  dollar,  foreign  companies 
have  continued  to  make  investments  in  a  number  of  basic  industries, 
particularly  automobiles  and  mining. 

Though  the  near-term  economic  picture  is  unclear,  the  government's 
focus  on  privatization  and  liberalization  of  the  economic  infrastructure  is 
seen  by  many  as  strong  indication  that  the  economy  will  rebound  and 
develop  with  a  more  solid  economic  base. 
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One  area  where  privatization  has  been  particularly  noted  is  in  the  area  of 
telecommunications,  where  a  number  of  changes  have  taken  place. 

3e  Telecommunications  Services  and  Plans 

a.  Telecommunications  Organizations 

Governed  by  the  Australian  Telecommunications  Commission,  primary 
telecommunications  services  have,  until  recently,  been  the  responsibility 
of  Telecoms  and  the  Overseas  Telecommunications  Commission  (OTC), 

Within  the  overall  structure,  Telecoms  has  overall  authority  for  the 
provision  of  all  services  within  Australia,  including  the  approval  and 
certification  of  all  equipment. 

OTC,  operating  under  the  authority  of  a  charter  granted  in  1946  (the 
Overseas  Telecommunications  Act),  has  responsibility  for  providing 
international  telecommunications  services.  This  overall  structure  has 
remained  for  a  number  of  years;  however,  as  a  result  of  a  comprehensive 
study  of  the  industry  completed  in  1986  (the  Green  Paper)  a  number  of 
changes  are  being  seen  (Exhibit  VI-1). 


AUSTRALIA 

TELECOMMUNICATIONS  ORGANIZATIONS 

KEY  CHANGES 

Increased  Quality  Emphasis 

Profitability  Focus 

New  Service  Providers 

Increased  International  Competition 

Increased  Customer  Reponsiveness 
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•  Increasing  emphasis  is  being  placed  on  service  quality  and  profitability. 
One  of  the  recommendations  of  the  Green  Paper  was  that  both  the 
organizations  place  greater  emphasis  on  profitability  and  asset  utiliza- 
tion. 

Included  in  the  emphasis  on  profitability  has  been  a  reworking  of  ac- 
counting systems  to  ensure  that  services  are  not  cross- subsidized.  In 
the  future,  there  will  be  increased  emphasis  on  service  profitability. 

•  New,  specialized  providers  are  beginning  to  emerge.  AUSSAT  has 
been  established  as  an  independent  organization  to  provide  satellite- 
based  services  within  Australia.  AUSSAT  is  independent  of  Telecom. 

•  Plans  are  currendy  underway  to  establish  an  independent  equipment 
and  policy  review  and  approval  body  similar  to  OFTEL  in  the  U.K. 
This  will  effectively  remove  some  of  the  control  that  Telecoms  has  had 
over  the  equipment  certification  process. 

•  OTC  has  established  an  independent  consultancy  group  to  compete  for 
international  telecommunications  contracts.  This  places  them  in  direct 
competition  with  major  providers  from  throughout  the  world.  To  date, 
they  have  been  aggressive  in  competing  for  major  construction  and 
service  contracts  in  areas  of  Asia. 

•  Major  efforts  are  underway  by  OTC  to  increase  its  responsiveness  to 
customer  requirements.  OTC  has  recently  set  up  a  national  account 
marketing  structure  that  will  ensure  that  senior  OTC  representatives  are 
directiy  in  touch  with  major  customers. 

Overall,  there  is  a  definitive  trend  toward  greater  responsiveness  to 
customer  need  and  increased  focus  on  providing  services  that  are  most 
needed  by  the  customer. 

b.  Voice  Services 

Quality  telephone  services  are  a  key  element  to  the  development  of  both 
domestic  and  international  services. 

Telephone  service  revenue  accounts  for  the  majority  of  revenues  of  both 
Telecoms  and  OTC.  For  OTC,  telephone  service  accounts  for  more  than 
85%  of  all  revenues. 

Telephone  services,  particularly  international,  have  been  growing  rapidly 
over  the  past  several  years.  From  1982  through  1987,  telephone  services 
have  grown  at  an  average  rate  of  approximately  20%  per  year. 
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Of  the  growth  of  intematioiial  telephone-based  services,  facsimile  has 
accounted  for  an  increasing  proportion  of  the  total  traffic.  In  1987, 
facsimile  accounted  for  an  estimated  70%  of  the  total  international  traffic 
(Exhibit  VI-2)e  This  trend  is  expected  to  continue  for  the  next  several 
years  and  may  be  somewhat  greater  than  projected  as  Group  4  facsimile 
units  are  introduced  and  the  overall  quality  of  international  PSTN  im- 
proves. 


AUSTRALIA 
INTERNATIONAL  TELEPHONE/FACSIMILE 

GROWTH 


20% 


With  the  improvements  in  quality  and  increased  use  of  telephone-based 
services,  both  users  and  providers  believe  that  there  will  be  a  general 
decline  in  the  international  tariffs. 

Overall,  users  and  providers  agree  that  the  tariffs  for  telephone-based 
services  should  decline  at  a  rate  of  approximately  5%  to  10%  per  year. 
Users  generally  indicate  that  5%  is  a  more  realistic  figure. 

Whether  the  tariffs  do,  in  fact,  decline  and  to  what  extent  they  decline 
will  depend  on  a  number  of  factors  (Exhibit  VI-3). 

•  OTC  and  telecoms  will  be  able  to  consider  reducing  tariffs  if  they  can 
continue  to  improve  their  profitability  picture. 

There  are  a  number  of  indications  that  the  unions,  which  traditionally 
have  had  a  strong  hold  on  all  organizations,  have  begun  to  lose  some  of 
their  power  and  are  being  more  cooperative  with  management  in  a 
number  of  industries. 
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AUSTRALIA 

TELEPHONE  TARIFF  REDUCTION 

REASONS 

Improved  Profitability 

Increased  Facsimile  Use 

Fiber  Optic  Cables 

•  The  continued  introduction  of  improved  facsimile  devices  is  expected 
to  continue  to  drive  increased  use  of  domestic  and  international  tele- 
phone-based services. 

•  Both  Telecom  and  OTC  agree  that  the  continued  introduction  of  higher 
capacity  (fiber)  cables  should  have  the  effect  of  driving  tariffs  down 

Unlike  a  number  of  countries  in  the  Asia/Pacific  area,  authorities  in 
Australia  indicate  that  growth  of  the  cellular  telephone  industry  is  low  on 
their  list  of  priorities. 

Although  they  consider  cellular  service  important,  and  it  has  been  grow- 
ing at  a  rate  estimated  to  be  approximately  15%  per  year,  there  is  Uttle 
work  being  directed  at  promoting  the  service. 

One  of  the  reasons  given  for  minimizing  the  importance  is  that,  in  order 
to  provide  a  truly  effective  service,  it  would  have  to  be  national  in  scope 
and,  given  the  sparse  population  in  the  majority  of  the  country,  service 
provision  would  not  be  cost-effective. 

It  should  be  noted  that  users  disagree  with  the  premise  and  indicate  that 
the  real  reason  for  not  actively  promoting  the  service  is  that  the  authori- 
ties would  find  it  difficult  to  control  the  volume  and  type  of  data  being 
transmitted. 

Whether  it  is  promoted  or  not,  projections  are  that  cellular  service  will 
grow  at  a  rate  of  at  least  15%  percent  per  year  for  the  next  four  to  five 
years. 


0 1988  by  INPUT.  Reproduction  Prohibited. 


69 


ASIA/PACIFIC  TELECOMMUNICATIONS  SERVICE  TRENDS.  1988-1993 


INPUT 


c.  Text  Services 

As  in  most  countries,  the  rate  of  growth  of  telex  services  is  declining, 
although  they  still  represent  the  second  largest  source  of  revenue  for 
international  services.  This  trend  is  expected  to  continue  and  become 
more  pronounced  as  the  demand  for  facsimile  and  E-mail  services  grows. 

Both  Telecoms  and  OTC  indicate  that  they  are  not  placing  a  great  deal  of 
emphasis  on  the  marketing  of  domestic  or  international  telex  services. 
OTC  indicates  that  telex  services  have  recently  been  identified  as  one  of 
the  areas  that  will  be  increasingly  viewed  for  overall  cost  effectiveness. 

d.  Leased  Circuit  Services 

The  demand  for  both  domestic  and  international  leased  circuit  services  is 
continuing  to  grow.  The  current  estimate  is  that  the  number  of  leased 
circuits  will  grow  from  an  estimated  13,000  in  1988  to  more  than  40,000 
by  1993,  an  average  annual  growth  rate  of  approximately  25%  (Exhibit 
VI-4).    ^  • 
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However,  as  in  most  countries  in  the  Asia/Pacific  area,  there  is  a  trend 
toward  fewer  high-capacity  circuits.  For  international  services,  there  is  a 
trend  toward  IBS-type  services  between  Australia  and  other  regional 
hubs  (Europe,  U.S.,  etc.). 
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Driving  the  shift  to  higher  capacity  circuits  is  the  need  for  greater  func- 
tionality in  circuit  use.  Two  key  forces  are  likely  to  be  at  the  forefront  of 
the  use  of  larger  capacity  circuits. 

•  The  first  is  the  ability  to  perform  dynamic  network  allocation — using 
software  to  vary  the  structure  of  a  network  throughout  a  work  period. 

Both  OTC  and  Telecom  indicate  that  they  support  the  concept  of 
software  defined  networks  and  the  ability  of  a  user  to  modify  network 
structure  without  intervention  of  the  provider. 

•  The  other  is  the  implementation  of  X.400.  Introduction  of  X.400  is 
expected  to  be  introduced  on  a  pilot  basis  in  1988,  giving  users  the 
opportunity  to  achieve  greater  functionality  of  their  networks. 

Overall,  network  services  are  an  important  part  of  the  overall  service 
offerings  of  both  Telecom  and  OTC. 

•  For  international  users,  OTC  appears  to  be  becoming  more  flexible  in 
the  'shared  use'  of  international  circuits. 

Unlike  several  years  ago  when  the  question  of  the  sharing  of  interna- 
tional circuits  would  have  elicited  a  flat  'no',  it  now  indicates  that 
shared  use  could  be  permitted,  on  a  case  by  case  basis,  among  corporate 
entities  that  are  'reasonably'  associated. 

•  With  increased  focus  on  service,  OTC  considers  high  quality  network 
management  to  be  a  service  that  they  should  be  able  to  provide.  They 
admit  that  they  have  not  done  as  good  a  job  as  possible  in  the  past  and 
look  to  providing  a  higher  quality  range  of  services. 

With  OTC's  increased  emphasis  on  international  consultancy-type 
services,  their  entry  into  the  arena  of  international  'managed  networks' 
might  well  be  expected  at  such  time  as  the  concept  begins  to  grow. 

Overall,  the  cost  of  intemational  leased  circuits  are  expected  to  decline 
over  the  next  several  years. 

While  there  is  a  degree  of  disagreement  between  users  and  the  providers, 
the  overall  reduction  is  expected  to  be  (on  average)  in  the  range  of  7.5% 
per  year.  There  is  general  agreement  that  the  majority  of  the  decreases 
will  occur  in  the  area  of  intemational  leased  circuits.  The  reductions  will 
be  driven  by  two  key  factors. 

•  There  will  be  increased  demand  for  leased  circuit  services. 

•  Implementation  of  higher  capacity  fiber  cables  will  increase  capacity 
and  drive  prices  down. 
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e.  Public  DataA^alue- Added  Network  Services 


Public  data  network  services  are  a  high  priority  to  both  Telecoms  and 
OTC.  Following  initial  difficulties  with  the  domestic  network  (AUST- 
PAC),  use  and  volumes  have  begun  to  grow  and  growth  is  expected  to 
continue. 

With  the  joint  development  of  a  domestic/international  E-mail  service 
between  Telecom  and  OTC,  there  were  an  estimated  250,000  users  of 
public  data  network  services  at  the  end  of  1987.  The  growth  rate  is 
estimated  to  be  approximately  30%  per  year  (Exhibit  VI-5). 
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There  are  a  number  of  driving  forces  behind  the  increase  in  the  use  of 
public  data  networks  (Exhibit  VI-6). 

•  OTC  is  introducing  a  discount  pricing  schedule  for  use  of  international 
public  data  networks.  Similar  to  discount  periods  for  international 
telephone  calls,  OTC  will  introduce  reduced  tariffs  for  network  use 
during  'off  hours'. 

•  With  the  introduction  of  higher  capacity  connections,  users  will  be 
encouraged  to  use  public  data  connections  as  'backups'  to  international 
leased  circuit  services.  This  will  be  introduced  in  conjunction  with  the 
ability  for  a  user  to  'virtually  define'  the  size  and  structure  of  the 
network  during  the  use  period. 
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EXHIBIT  VI-6 


AUSTRALIA 

PUBLIC  DATA  NETWORK  GROWTH 

REASONS 

Discount  Pricing  Schedule 

Leased  Circuit  Alternative 

Increased  Value-Added  Services 

•  E-Mail 

•  Telex-to-Facsimile 

•  Facsimile  Store-and- Forward 

•  Both  Telecom  and  OTC  are  expected  to  place  increased  focus  on  value- 
added  services  such  as  E-mail  and  EDI. 

•  Plans  are  currently  underway  to  introduce  additional  value-added 
services  such  store- and-forward  facsimile  and  telex-to-facsimile 
conversion.  These  are  going  to  be  made  available  with  the  introduction 
of  the  X.4(X)-based  Message  Handling  Service. 

f:  ISDNServices 

While  both  Telecom  and  OTC  look  to  provide  ISDN-based  services, 
neither  is  currently  able  to  identify  a  specific  service  that  is  in  great  ; 
demand. 

Within  Australia,  the  ability  to  provide  Basic  Rate  services  is  expected 
within  the  next  year.  The  ability  to  provide  *  Primary  Rate'  services  is 
expected  within  a  three  to  five  year  time  period. 

For  the  long  term,  Telecom  and  OTC  look  to  the  introduction  of  'service 
sets'  that  would  generally  fall  under  the  umbrella  of  ISDN  and  to  the  user 
community  to  identify  exactly  what  the  services  should  be.  At  the  pres- 
ent time,  users  have  not  identified  any  major  categories  of  service. 
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4.  National  Telecommunications  Issues 

Key  issues  center  around  the  ability  of  both  Telecoms  and  OTC  to 
continue  their  policies  of  developing  greater  functionality  and  placing 
increased  emphasis  on  user  needs. 

User  experience  indicates  that  services  have  traditionally  been  guided  by 
the  needs  of  local  unions  rather  that  the  needs  of  business.  This  appears 
to  be  changing,  but  is  not  expected  to  change  quickly. 

One  new  area  of  service  indicates  that  there  will  be  increased  focus  on 
the  opening  of  markets  and  a  greater  degree  of  user  focus. 

•  OTC  recendy  introduced  an  international  database  service  providing 
information  about  telex,  teletex  and  facsimile  directory  information. 
Incorporating  a  number  of  related  services,  this  service  has  processed 
more  than  125,000  multiple  inquiry  calls  and  is  being  promoted  inter- 
nationally. 

5.  User  Needs  and  Requirements 

In  Australia,  user  needs  and  requirements  generally  center  around  the 
continued  reduction  of  restrictive  policies.  Telecoms  is  noted  for  restric- 
tive policies,  particularly  where  the  use  of  equipment  is  concerned. 

Recent  changes  to  establish  an  independent  organization  to  review  equip- 
ment and  issue  equipment  certifications  is  expected  to  provide  some 
easing  of  the  policies,  since  the  process  will  be  out  of  the  hands  of  Tele- 
coms. 

In  addition  to  restrictive  equipment  policies,  two-tier  tariff  policies  for 
access  to  international  public  network  services  are  considered  to  be 
punitive  by  most  users.  This  policy  is  not  expected  to  change,  since  both 
Telecom  and  OTC  have  indicated  that  they  have  an  interest  in  promoting 
the  use  of  the  domestic  network. 
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B  

People's  Republic  of     1.  Introduction 

China 

Faced  with  the  need  to  make  wide-ranging  investments  to  be  able  to  be  in 
a  leadership  position  in  the  21st  century,  the  People's  Republic  of  China 
(PRC)  has  made  a  significant  commitment  to  the  development  of  its 
industrial  infrastructure  and  to  the  development  of  its  telecommunications 
capability  and  industry. 

Though  many  of  the  results  are  not  readily  apparent,  numerous  changes 
have  been  made  and  are  expected  to  continue  for  the  next  several  years. 

2.  Economic  and  Political  Setting 

Working  to  enter  the  21st  century,  the  PRC  has  exhibited  many  of  the 
symptoms  of  a  society  caught  between  ideologies.  Through  the  country 
is  dedicated  to  the  Communist  philosophy,  many  have  had  an  opportunity 
to  taste  the  fruits  of  Capitalist  economic  policies. 

Recognizing  the  need  for  economic  reform,  the  government  has  made 
significant  strides  in  attempting  to  blend  western  economic  capitalism 
with  Communist  sociology.  Much  has  been  at  the  behest  of  younger 
members  of  the  ruling  party. 

However,  dramatic  shifts  away  from  Communist  principles  should  not  be 
expected.  At  the  13th  Party  Congress,  the  acting  party  secretary  indi- 
cated that  while  certain  party  principals  could  be  put  on  hold  for  a  period 
of  time,  four  basic  principals  would  remain. 


•  Abide  by  the  peoples  democratic  dictatorship 

•  Follow  the  socialist  road 

•  Uphold  Marxism-Leninism 

•  Uphold  Mao  Zedong  thought  ,  s 

Recognizing  the  needs  of  the  'reformists'  and  the  need  to  ensure  control 
over  the  process  of  economic  reform,  Zhao  indicated  that,  with  the 
economic  reforms,  China  is  now  in  the  primary  stage  of  socialism,  indi- 
cating further  that  China  is  "embarked  on  a  process  of  modernization  that 
took  place  under  capitalism  in  most  countries." 

With  the  entry  of  younger  leadership  into  the  central  governing  body, 
there  are  indications  that  the  government  will  continue  with  the  moderni- 
zation process — albeit  at  a  slower  pace — of  separating  the  party  from  the 
government  and  separating  ownership  from  management. 
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The  changes  in  government  focus  should  have  a  positive  effect  on  na- 
tional development,  but  it  could  be  years  before  concrete  results  will  be 
shown. 

The  changes  have  not  been  without  their  economic  impact  Following  a 
slowdown  in  1986  the  economy  picked  up  in  1987  widi  continued  high 
growth  in  capital  construction,  wages,  consumption  funds,  and  money 
supply.  However,  industrial  output  and  labor  productivity  lagged  and 
inflation  reached  10%  in  certain  areas. 

Figures  indicated  that  in  mid- 1987  there  were  more  than  163,000  invest- 
ment projects  underway.  Recognizing  the  problems  associated  with 
excessively  high  short-term  investment,  the  government,  in  mid- 1988 
mandated  a  cutback  in  construction  development  projects  that  did  not 
make  use  of  Chinese  supplies  and  labor. 

As  an  indication  of  difficulties  facing  the  government  planning  bodies, 
for  the  period  1981-1985,  the  nation's  total  wage  bill  increased  by 
approximately  50%,  compared  to  an  increase  of  approximately  33%  in 
productivity.  In  1986,  wages  of  government  staff  increased  20%  when 
national  income  increased  by  approximately  7%  and  productivity  in- 
creased by  only  4%. 

Suffering  from  the  economic  woes  of  rapid  expansion,  there  are  concems 
over  how  the  national  accounts  can  be  balanced  in  the  foreseeable  future. 

Though  the  government  is  not  believed  to  be  faced  with  imminent  crisis, 
a  more  moderate  and  well-thought-out  (planned)  approach  to  national 
development  is  anticipated  by  some,  with  greater  focus  on  the  longer 
term. 

3.  Telecommunications  Services  and  Plans 
a.  Telecommunications  Organizations 

Though  they  are  loosely  governed  by  the  country's  Ministry  of  Posts  and 
Telecommunications,  the  People's  Republic  of  China  (PRC)  has  no 
single  provider  or  real  authority  for  national  and  international  telecom- 
munications services. 

The  Ministry  usually  exercises  authority  over  long-distance  trunk  and 
international  services,  and  local  network  services  are  planned  and  con- 
trolled by  provincial  and  local  authorities. 
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Each  provincial  capital  has  an  administrator  of  Posts  and  Telecommuni- 
cations, and  the  province  is  generally  autonomous  to  the  area.  Local 
authorities  are  responsible  to  the  provincial  capital;  however,  many  of  the 
local  authorities  determine  not  only  their  own  requirements,  but  some  of 
the  standards  that  they  will  use. 

In  addition  to  the  somewhat  loose  structure,  there  are  a  number  of  public 
and  private  organizations  that  provide  telecommunications  services. 

•  The  Huaying  Nanhai  Oil  Telecommunications  Co. — 40%  owned  by 
C&W  (H.K.) — provides  voice  and  telex  service  to  offshore  oil  and  gas 
companies. 

•  Most  of  the  ministries  and  a  number  of  the  provincial  governments 
have  established  their  own  networks.  Some  have  developed  their  own 
standards. 

As  a  result  of  the  loose  structure,  there  is  little  central  planning  or  coordi- 
nation of  planning  efforts. 

In  addition  to  the  provisioning  of  telecommunications  services,  a  number 
of  organizations  operating  under  the  guidance  of  the  Posts  and  Telecom- 
munications Industry  Corporation  (PTIC)  are  engaged  in  the  production 
of  telecommunications  products  for  both  the  domestic  and  international 
markets.  More  than  25  different  factories  produce  a  wide  variety  of 
products  (Exhibit  VI-7). 

The  lack  of  central  authority  is  having  a  significant  impact  on  both  users 
and  providers.  For  providers,  the  necessity  exists  to  deal  with  numerous 
local,  regional  and  national  authorities,  making  unified  planning  difficult 
and  sales  costs  exceptionally  high. 

For  users  the  fragmented  structure  has  meant  that  services  that  could  be 
available  are  not,  and  the  coordination  of  services  is  difficult.  Users  are 
also  frequently  faced  with  the  need  to  deal  with  a  variety  of  groups. 
Because  of  the  difficulties,  many  users  have  opted  to  let  C&W  (H.K.)  be 
the  primary  interface  for  the  ordering,  implementation  and  management 
of  services. 
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CHINA 

KEY  TELECOMMUNCATION  PRODUCTS 

Fiber  and  Coax  Cable 

Copper  Cable 

PABX  Equipment 

IVIIOIUWCIVC  Li.\^Uipi  1  Id  11 

Multiplexers 

Analog  Carrier  Equipment 

Analog/Digital  Testing  Equipment 

Power  Supplies                "  •  ' 

b«  Voice  Services 

As  reported  by  users,  telephone  service  generally  falls  into  two  catego- 
ries—very good  or  poor. 

In  a  country  that  is  reported  to  have  telephone  density  of  1.8  per  thou- 
sand, domestic  telephone  service  is  reported  to  be  poor.  The  density  is 
estimated  to  be  4  per  thousand  for  major  metropolitan  areas. 

While  significant  amounts  of  work  are  underway,  the  government  has 
not  yet  set  universal  telephone  service  as  a  national  goal.  As  of  the  end 
of  1985,  there  were  an  estimated  150,000  telephones  in  the  capital  of 
Beijing.  While  this  number  is  growing  rapidly,  the  lack  of  service  in 
other  areas  severely  hinders  national  service. 

International  service  from  the  major  cities  of  Beijing,  Shanghai,  and 
Guangzhou  are  reported  to  be  quite  good.  Frequent  users  of  international 
service  indicate  that  the  overall  quality  can  frequently  be  rated  a  '4'  (very 
good)  on  a  scale  of  1  to  5. 
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Currently,  high-quality  direct  international  dialing  is  possible  from 
Beijing  and  Shanghai  to  more  than  43  countries.  Direct  international 
dialing  is  reported  to  be  available  from  other  inland  and  coastal  cities  to 
more  than  16  countries  in  Asia,  Europe,  and  North  America. 

With  the  increased  emphasis  on  the  implementation  of  fiber  cables  and 
digital  switches  in  the  major  metropolitan  areas,  users  generally  expect 
the  quality  of  service  to  continue  to  improve;  however  most  acknowledge 
that  service  between  these  areas  and  other  areas  of  the  country  will  be 
less  than  adequate  for  a  number  of  years  to  come. 

One  of  the  bright  spots  in  the  development  of  telephone  services  has  been 
the  implementation  of  cellular  services.  Currently,  there  are  cellular 
mobile  systems  in  Beijing  and  the  Pearl  River  area  of  Guangdong. 

As  in  many  countries  with  underdeveloped  infrastructures,  the  growth  of 
cellular  services  has  been  rapid  and  is  expected  to  continue. 

One  of  the  key  areas  of  development  of  cellular  services  has  been  in  the 
Pearl  River  area  where  the  Guangdong  PT  has  developed  an  extensive 
cellular  system  in  conjunction  with  C&W  (H.K.). 

The  system  has  been  implemented  to  permit  access  from  either  Pearl 
River  or  Hong  Kong,  essentially  bj^assing  the  switched  network  struc- 
ture. 

c.  Text  Services 

Unlike  more  developed  countries,  telex  is  a  mainstay  for  text  transmis- 
sion in  the  PRC  and  has  continued  to  grow.  Between  1985  and  1986,  the 
overall  volume  of  telex  traffic  increased  by  an  estimated  65%,  and  inter- 
national telex  traffic  is  reported  to  have  increased  by  nearly  40%. 

Overall,  telex  is  expected  to  continue  as  a  mainstay  for  text  transmission, 
and  traffic  is  expected  to  continue  to  grow  for  some  time.  Like  Japan, 
China  has  difficulty  with  the  computerization  of  their  ideographic  script 
and  has  placed  significant  emphasis  on  the  development  of  sophisticated 
phonemic  systems  and  dot-matrix  displays  and  printers. 

d.  Leased  Circuit  Services 

Leased  circuit  services  that  are  installed  are  reported  to  be  generally  good 
quality — when  they  work.  The  major  problems  with  leased  circuit 
services  are  the  lack  of  higher  speed  services  and  repairs  that  can  take 
extended  periods  of  time. 
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Within  the  PRC,  the  majority  of  data  transmission  takes  place  over 
leased  circuits;  however,  2400bps  is  the  highest  speed  that  is  generally 
available.  Users  report  success  at  short  interval  transmissions  at 
4800bps,  and  several  have  indicated  that  9600bps  is  achievable,  in  some 
cases,  from  the  major  metropolitan  areas.  Outside  the  major  metropoli- 
tan areas,  110bps  is  generally  the  maximum  available. 

Key  problems  are  associated  with  circuit  repair  when  an  outage  occurs. 
Users  report  that  repair  can  take  extended  periods  of  time  (days  to 
weeks)  due  to  the  coordination  that  must  take  place  between  the  various 
local  and  regional  providers. 

Generally,  users  indicate  that  leased  circuit  services  should  not  be  exten- 
sively considered  unless  they  are  in  the  major  areas  of  Beijing,  Shanghai, 
or  Guangzhou.  However,  the  situation  is  changing  rapidly. 

While  there  are  a  number  of  projects  underway  to  upgrade  the  national 
network,  one  of  the  key  indicators  of  the  level  of  development  is  a  recent 
contract  with  Alcatel  to  implement  34Mbps  and  140Mbps  digital  fiber 
cables  in  the  Beijing  area  and  to  install  a  2200km  fiber  link  between  five 
provinces. 

e.  Public  DataA'^alue- Added  Network  Services 

There  is  currentiy  no  national  public  data  network  in  the  PRC.  However, 
the  Ministry  has  contracted  with  Alcatel  for  development  of  a  network 
that  will  initially  have  three  nodes. 

While  implementation  of  the  network  has  been  delayed  to  consider 
international  implications  of  the  network,  implementation  is  now  planned 
for  1990.  Access  fi-om  this  network  to  intemational  network  services  is 
expected  to  be  through  a  node  in  Paris. 

In  addition  to  the  development  of  a  domestic  packet  network,  both 
Telenet  and  Tymnet  report  that  service  is  available  through  nodes  in 
Beijing.  Users  indicate  that,  to  date,  the  service  has  been  less  than  satis- 
factory due,  primarily,  the  quality  of  the  dial  connections. 

There  is  currentiy  a  limited  electronic  mail  service  available  from  Bei- 
jing. The  Ministry  offers  Dialcom's  E-mail  service  in  conjunction  with 
C&W  (H.K.)  and  is  planning  on  making  E-mail  one  of  the  services 
available  when  a  public  data  network  is  implemented. 

f.  ISDN  Services 

As  in  many  countries,  ISDN  is  part  of  the  national  planning  process,  but 
any  implementation  of  ISDN  services  is  expected  to  be  at  least  five  years 
away.  Users  indicate  that  the  five-year  period  would  more  likely  be 
eight  to  nine  years. 
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g.  Other  Services 

There  are  numerous  projects  currently  underway  to  modernize  national 
and  local  facilities  and  services.  Among  the  projects  are  the  following. 

•  A  $5.4  million  contract  has  been  awarded  for  the  expansion  of  cellular 
mobile  telephone  services  in  Shanghai. 

•  NTT  (Japan)  has  announced  that  it  will  give  the  Ministry  telephone 
crossbar  equipment  to  be  used  in  approximately  20  rural  telephone 
facilities.  The  equipment  will  permit  an  expansion  of  the  number  of 
terminals  by  some  350,000. 

•  The  government  will  begin  the  first  national  satellite  news  broadcasting 
system,  making  the  distribution  of  news  to  some  400  news  agencies  15 
times  faster  than  before. 

•  The  Shanghai  telephone  company,  in  conjunction  with  Alcatel,  is 
installing  an  additional  60,000  lines  using  System  12  digital  exchanges. 

•  A  contract  has  been  let  to  supply  1.2  million  kilometers  of  all-plastic- 
coated  cables  and  6,600  kilometers  of  optical  waveguicie  cable  in 
Beijing. 

•  Alcatel  will  supply  an  estimated  ten  of  its  ElO  digital  exchanges  and  12 
satellite  exchanges  in  Beijing,  adding  155,000  exchange  lines.  The 
number  of  digital  exchanges  will  be  increased  from  14  to  24. 

•  In  the  Guangzhou  and  Shenzen  areas,  Ericsson  will  provide  210,000 
local  and  4,900  long  distance  lines. 

•  Philips  has  received  a  license  for  two  factories  to  make  private  digital 
exchanges  in  the  PRC. 

•  The  PRC  has  begun  computer  communications  with  West  Germany, 
representing  the  first  international  computer  communications  link. 

•  A  480-circuit  digital  microwave  project  in  the  Guandong  Province  will 
increase  international  direct  dialing  capability  by  over  300%. 

•  Fiber  optic  cable  is  currently  being  added  to  the  local  loops  in  23  cities. 
4.  National  Telecommunications  Issues 

Development  of  a  national  telecommunications  infrastructure  is  a  high 
priority  of  the  government.  The  five-year  plan  which  covers  the  five-year 
period  of  1986-1990,  allocates  an  estimated  U.S.  $21.5  billion.  Key 
objectives  of  the  plan  include: 
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•  Double  the  number  of  telephone  sets  to  a  total  of  12.5  million  by  1990. 

•  Triple  the  number  of  telephone  lines  to  10  million  by  1990. 

•  Expand  the  deployment  of  digital  switches,  providing  a  digital  switch- 
ing capability  in  all  major  metropolitan  areas. 

•  Expand  the  use  of  fiber  and  microwave  technology 

•  Create  mobile  (cellular)  networks  in  major  metropolitan  areas 

One  of  the  key  issues  facing  the  government  is  the  coordination  of  devel- 
opment activities.  The  Ministry  is  reported  to  be  plagued  with  bureauc- 
racy and  inefficiency;  effort  is  needed  to  bring  coordination  between  the 
national  and  regional/local  planning  authorities. 

When  considering  new  products  or  services,  the  Ministry  has  placed 
emphasis  on  the  development  of  external  relationships  to  assist  in  the 
development  of  products  and  services.  The  relationships  have  been 
predominantly  with  European  firms  for  two  key  reasons. 

•  European  firms  have  demonstrated  that  their  technology  is  proven  and 
reliable. 

•  European  firms  have  demonstrated  that  they  plan  on  continuing  their 
relationships  for  the  long  term.  They  have  established  relationships  of 
trust  that  are  perceived  to  be  enduring. 

5.  User  Needs  and  Requirements 

Users  acknowledge  the  difficulties  that  the  PRC  has  in  developing  a 
technological  base  and,  while  they  feel  frustrated,  are  generally  accepting 
in  many  of  the  difficulties  in  dealing  with  the  bureaucracy.  In  general, 
their  key  requirements  center  in  three  areas. 

•  The  processes  for  obtaining  services  needs  to  be  streamlined. 

•  Increased  focus  needs  to  be  placed  on  the  repair  of  faulty  services. 
Users  indicate  that  they  frequendy  can  contend  with  the  failures  if 
services  could  be  restored  more  quickly. 

•  An  increase  in  the  availability  and  speed  of  leased  circuits  is  a  univer- 
sal requirement.  Users  need  more,  higher  speed  circuits  between  Hong 
Kong  and  the  major  business  areas. 
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c  

Hong  Kong  1-  Introduction 

Long  a  bastion  of  entrepreneural  spirit  and  free-wheeling  finance,  and 
with  one  of  the  best  telecommunications  environments  in  the  Asia/Pacific 
area.  Hong  Kong  continues  to  be  the  choice  for  many  companies  for 
telecommunications  network  hubs  and  development  activities. 

Although  this  is  not  expected  to  change  dramatically  in  the  next  few 
years,  a  number  of  activities  could  cause  this  to  change — for  better  or 
worse. 

2.  Economic  and  Political  Setting 

Dominating  the  political  environment  is  the  return  of  Hong  Kong  to  the 
rule  of  the  People's  Republic  of  China  (PRC)  in  1997  and  the  impending 
promulgation  of  the  'Basic  Law'  that  will  govern  the  area  following  the 
change  in  1997. 

Following  initial  reactions  to  the  change,  businesses  have  generally 
adopted  a  wait-and-see  attitude,  biding  their  time  until  the  Basic  Law  is 
finalized.  However,  a  number  of  businesses  involved  in  capital  construc- 
tion have  begun  to  adopt  financing  schemes  geared  to  payout  and  long- 
term  return  that  will  ensure  maximum  return  prior  to  the  year  2000. 

While  the  pending  changes  seem  to  be  having  limited  impact  on  the 
business  community.  Hong  Kong  citizens  are  generally  nervous  about  the 
pending  changes.  This  is  particularly  true  for  individuals  whose  families 
have  'escaped'  from  the  PRC.  Many  have  expressed  concern  about  the 
personal  impact  and  attempts  are  being  made  to  identify  opportunities  to 
emigrate.  There  are  some  resultant  concerns  over  the  possibility  of  a 
'brain  drain'. 

Economically,  there  has  been  little  change,  following  the  initially  re- 
ported flight  of  capital.  Some  economists  saw  1987  as  the  beginning  of  a 
potentially  bad  period.  However,  the  'black  cloud'  generally  failed  to 
materialize. 

Projected  to  have  a  GDP  growth  of  approximately  8.7%  for  1988,  the 
figure  was  increased  to  1 1%  when  consumer  demand  jumped  and  exports 
continued  to  grow.  During  1987,  the  growth  of  domestic  exports  was 
more  than  23%.  The  continued  growth  was  attributed  to  several  reasons. 

•  Further  decline  of  the  U.S.  dollar 

•  Continued  growth  on  the  international  financial  community 
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•  Increased  access  to  cheap  labor  across  the  border  in  the  PRC  (Hong 
Kong  has  only  a  1%  unemployment  rate). 

•  Continued  increase  in  domestic  demand,  fostered  by  an  estimated  25% 
investment  in  plants  and  machinery. 

Overall,  the  political  environment  and  economy  of  Hong  Kong  are  not 
expected  to  change  dramatically  over  the  next  two  to  three  years. 

Until  the  Basic  Law  is  promulgated,  few  companies  are  expected  to 
make  significant  changes,  and  growth  of  the  region,  coupled  with  the 
business  environment  in  Hong  Kong,  will  continue  to  attract  companies 
that  are  interested  in  conducting  business  in  the  region  and/or  in  the 
PRC. 

3.  Telecommunications  Services  and  Plans 
a.  Telecommunications  Organizations 

With  a  history  traceable  to  1871,  Cable  and  Wireless  (H.K.)  has  long 
been  the  dominant  provider  of  international  and  more  recently,  through 
Hong  Kong  Telephone,  domestic  telecommunications  services. 

A  provider  of  high  quality  services  and  the  preferred  representative  for 
services  in  the  Asia/Pacific  area  by  many  users,  C&W  (H„K.)  is  being 
challenged  by  an  environment  that  is  changing  and  by  competitors  in  an 
area  that  has  traditionally  been  closed  to  competition. 

Among  the  many  changes  that  are  taking  place  in  Hong  Kong,  significant 
restructuring  has  been  taking  place  within  the  telecommunications  indus- 
try. 

Since  1981,  when  Cable  &  Wireless  PLC  decided  to  divest  itself  of 
portions  of  its  investment  in  Cable  &  Wireless  (H.K.),  there  has  been  an 
ongoing  restructuring  of  the  telecommunications  industry  in  Hong  Kong. 

The  most  recent  change  has  been  the  public  sale  of  shares  by  the  Hong 
Kong  government  in  Hong  Kong  Telecommunications,  a  company  set  up 
by  the  merging  of  the  interests  of  Cable  &  Wireless  PLC,  Hong  Kong 
Telephone  (domestic  provider),  and  Cable  &  Wireless  (H.K.),  the  inter- 
national provider. 

Exhibits  VI- 8  and  VI-9  provide  a  summary  of  the  overall  organization  of 
the  key  players  in  the  Hong  Kong  telecommunications  market.  Exhibit 
VI-8  identifies  the  structure  before  the  recent  sale  by  the  government  of  a 
portion  of  its  shares  in  the  newly  created  Hong  Kong  Telecommunica- 
tions. Exhibit  VI-9  provides  a  picture  of  the  structure  following  the 
recent  sale. 
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Following  the  merger  of  interests,  both  Hong  Kong  Telephone  and  Cable 
&  Wireless  will  continue  to  operate  independently.  However,  the  merg- 
ing of  financial  interests  indicates  a  mutuality  of  interest  in  the  develop- 
ment of  the  industry. 

While  C&W  (H.K.)  has  been  granted  an  exclusive  license  to  provide 
international  telecommunication  services  through  the  year  2006,  the  lack 
of  exclusivity  in  providing  domestic  services  has  fostered  the  entry  of  a 
potentially  major  competitor. 

Hutchison  Communications,  a  subsidiary  of  the  Hutchison- Whampoa 
Group,  ranked  the  fifth-largest  company  in  1986,  has  emerged  as  the 
leading  provider  of  paging  and  cellular  services  in  the  Colony. 

In  conjunction  with  British  Telecom  International,  Hutchison  Communi- 
cations is  positioning  itself  to  be  a  key  competitor  to  the  newly  structured 
Hong  Kong  Telecom. 

A  key  indication  of  Hutchison's  plans  is  their  recent  bid  made  to  the 
government  to  build  a  second  telecommunications  network  in  the  Col- 

While  little  is  expected  to  change  in  the  near  term,  there  are  a  indications 
that  the  key  players  are  aligning  themselves  to  ensure  continued  success 
following  the  govemment  change. 

b.  Voice  Services 

As  it  is  in  most  countries  in  the  Asia/Pacific  area,  telephone  service  is  a 
significant  source  of  revenue  for  the  local  providers. 

Rated  by  most  user  as  generally  high  quality,  telephone-based  services 
can  be  expected  to  continue  to  grow.  Between  1986  and  1987,  the  vol- 
ume of  international  telephone  service  grew  by  an  estimated  53%  and  the 
volume  of  calls  to  the  PRC  grew  by  an  estimated  65%. 

While  a  portion  of  the  growth  can  undoubtedly  be  attributable  to  new 
business,  users  indicate  that  their  use  of  facsimile  is  expected  to  grow  at 
a  rate  of  25%  to  30%  per  year  for  the  next  several  years. 

A  conservative  projection  of  the  growth  of  international  traffic  indicates 
that  with  increasing  business  growth  and  the  continuing  focus  on  the  use 
of  facsimile,  international  traffic  from  Hong  Kong  will  continue  to  grow. 
(Exhibit  VI- 10). 
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In  addition  to  general  business  growth  and  the  increased  use  of  facsimile, 
the  introduction  of  FreeFone  service  into  Hong  Kong  could  further 
stimulate  demand  for  telephone-based  services. 

c.  Text  Services 

While  the  use  of  telex  is  continuing  to  grow,  the  rate  of  growth  is  begin- 
ning to  slow  as  users  shift  from  the  use  of  telex  to  the  use  of  facsimile. 

Overall,  the  rate  of  growth  for  telex  has  held  steady  for  the  past  few  years 
at  approximately  15%  per  year.  However,  the  rate  of  growth  of  interna- 
tional telex  has  slowed  to  approximately  7%  per  year. 

Considering  the  generally  rate  of  business  growth  and  the  projected 
growth  for  facsimile,  the  growth  of  telex  is  minimal.  This  trend  is  ex- 
pected to  continue. 

d.  Leased  Circuit  Services 

Leased  circuit  services  continue  to  be  a  significant  focus  of  the  services 
provided  by  C&W;  however,  the  composition  of  services  types  have 
changed  considerably  over  the  past  several  years.  The  trend  is  expected 
to  continue. 
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Two  key  trends  in  the  use  of  leased  circuits  is  noted  over  the  past  four  to 
five  years.  The  first  is  the  decline  in  the  cost  of  circuits.  Between  1982 
and  1988,  the  cost  of  a  9.6Kbps  leased  circuit  between  Hong  Kong  and 
the  U.S.  declined  more  than  20%.  In  addition,  discounts  for  multi-circuit 
hubbing  caused  the  effective  rates  to  be  reduced  further. 

Over  the  same  period,  the  cost  of  higher  speed  circuits  (48-50Kbps) 
declined  by  approximately  32%,  indicating  the  trend  that  users  want 
higher-speed  circuits. 

Discussions  with  users  indicate  that  there  is  a  continuing  trend  toward 
the  use  of  higher  speed  circuits.  Growth  rates  in  AVD  versus  high-speed 
circuits  (50KB  plus)  over  the  next  five  years  are  indicated  in  Exhibit  VI- 
11.  During  the  same  period,  there  is  expected  to  be  only  nominal  growth 
rate  in  low  speed  (TTY)  grade  circuits,  and  there  could  be  some  decline. 


EXHIBIT  VI-11 
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e.  Public  DataA'^alue- Added  Network  Services 

With  a  basic  infrastructure  well  in  place,  both  Hong  Kong  Telephone  and 
C&W  are  turning  their  attention  increasingly  to  public  network  and 
value-added  services. 


Currently,  a  number  of  value-added  services  are  available  (Exhibit  VI- 
12),  and  nearly  all  marketable  services  are  open  to  consideration. 
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HONGKONG 
VALUE-ADDED  SERVICES/PROVIDERS 


•  Dialcom 

•  Fonemail 

•  Infonet 

•  Videoconferencing 

•  Data  Base  Access 

•  Fast  FAX  ; 

f.  ISDN  Services 

Among  the  services  provided  and  being  considered,  ISDN  is  not  a  signifi- 
cant priority  with  either  Hong  Kong  Telephone  or  C&W. 

At  the  present  state  of  development,  neither  of  the  providers  can  see 
specific  applications  that  are  in  demand  by  the  user  community. 

Both  providers  acknowledge  the  value  of  the  additional  services  that  will 
result  from  ISDN  and  agree  that  the  overall  quality  of  phone  service  will 
be  improved,  but  cannot  readily  identify  services  that  are  needed  today. 

There  is  general  consensus  that  neither  Basic  Rate  nor  Primary  Rate 
services  will  be  available  until  at  least  the  mid-  and,  more  than  likely,  the 
late- 1990s. 

4.  National  Telecommunications  Issues 

In  Hong  Kong,  the  key  issue  relates  to  the  impact  of  the  government 
change  on  the  future  of  telecommunications. 

At  the  present  time,  the  general  consensus  is  that  there  should  be  little 
short-term  impact.  However,  a  number  of  users  have  indicated  that  their 
plans  include  ongoing  considerations  of  options  should  the  situation 
change. 
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•  One  user  indicated  that  their  plans  are  structured  to  ensure  'rapid 
redeployment'  of  resources  in  the  event  that  departure  from  Hong 
Kong  becomes  necessary  (or  desirable). 

•  A  number  of  other  users  have  indicated  that  they  are  more  seriously 
considering  Singapore  as  a  hub  location  for  future  expansion,  as  an 
alternative  to  continuing  expansion  in  Hong  Kong. 

5.  User  Needs  and  Requirements 

Having  generally  few  concerns  with  the  overall  environment  in  Hong 
Kong,  the  majority  of  users  indicated  that  their  key  requirements  were 
for  greater  functionality. 

The  areas  that  were  most  frequently  mentioned  as  needs  and  require- 
ments were  for  the  interconnectivity  of  networks,  greater  E-mail  capabil- 
ity, and  EDI. 

•  Since  the  majority  of  users  in  Hong  Kong  also  conduct  business  in 
other  Southeast  Asia  countries,  the  ability  for  internetwork  processing 
is  a  key  requirement,  since  the  international  service  providers  vary 
between  countries. 

•  EDI  is  mentioned  by  many  users  as  a  growing  need.  They  are  con- 
cerned about  the  reluctance  of  many  of  the  groups  in  Hong  Kong  to 

accept  a  fully  electronic  EDI  capability. 


Indonesia  1.  Introduction 

With  a  geographic  area  that  covers  13,000  islands  and  an  economy  that 
has  done  litde  to  contribute  to  national  development,  Indonesia  has  made 
some  strides  in  developing  telecommunications  services,  but  remains 
seriously  lacking. 

All  indications  are  that  the  situation  will  not  change  quickly.  However, 
the  international  provider  has  indicated  keen  interest  in  developing 
relationships  that  will  be  mutually  beneficial  and  will  contribute  to 
national  development. 

With  the  recent  announcement  of  new  cooperative  development  agree- 
ments, the  country  could  begin  to  see  development  over  the  next  several 
years. 

2.  Economic  and  Political  Setting 

Characterized  by  some  as  a  nation  stirring  from  its  political  slumber, 
recent  elections  resulted  in  a  90%  turnout  and  a  73%  plurality  for  the 
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ruling  Golkar  party.  However,  the  conduct  of  the  election  indicates  the 
potential  of  problems  below  the  surface. 

The  government  is  reported  to  have  stage-managed  the  election  to  ensure 
the  success  of  the  government-supported  party.  Accounts  indicated  that 
the  success  of  the  election  rested  not  as  much  on  the  popularity  of  the 
party  as  on  ample  funds  spent  in  the  villages  and  arm  twisting. 

In  addition,  a  number  of  minority  parties  were  effectively  barred  by  a 
series  of  election  laws  that  permit  the  'screening'  of  political  texts.  A 
number  of  candidates  are  reported  to  have  been  effectively  'screened' 
from  campaigning. 

While  the  overall  governmental  structure  appears  to  be  generally  stable 
and  is  not  expected  to  change  in  the  near  term,  there  are  two  potential 
threats  to  the  future  stability  of  the  country.  The  first  is  a  growing  influ- 
ence of  the  Muslims.  The  other  is  the  youth. 

•  Muslims  have  been  effectively  barred  from  the  election  process  by  the 
Pancasila  law  (to  promote  harmony  among  people),  which  prohibits 
religious  and  social  organizations  from  participating  in  poUtical  proc- 
esses. 

Representing  an  estimated  90%  of  the  population,  the  Muslims  are 
beginning  to  form  coalitions  with  Christian  groups  that  would  like  to 
see  changes  in  the  government. 

•  The  youth  of  Indonesia  is  taking  an  increasingly  active  interest  in  the 
political  process.  It  is  reported  to  be  increasingly  dissatisfied  with  the 
'do  nothing' approach  to  changes  in  the  country. 

While  no  short-term  changes  are  expected,  increasing  interest  in  the 
government  process  by  the  Muslims  and  youth,  coupled  with  a  restive- 
ness  in  the  military  to  have  a  greater  say  in  the  government  process  and 
an  increase  in  a  number  of  controls  over  the  press,  suggests  an  underlying 
tension  that  cannot  be  ignored  over  the  next  several  years. 

Economists  suggest  that  1987  may  be  remembered  as  the  year  of  domes- 
tic upheaval  in  the  Indonesian  economy.  The  increasing  deterioration  in 
confidence  when  a  number  of  the  macro-economic  indicators  are  up  is 
believed  by  some  to  result  from: 

•  A  growing  lament  over  the  slow  pace  of  reform 

•  The  persistence  of  well-connected  monopoilies 

•  A  lack  of  information  about  the  succession  of  the  country's  leadership 

A  general  unhappiness  with  the  progress  of  country's  economy  stems 
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from  the  31%  devaluation  of  the  currency  in  1986.  Expected  by  many  to 
provide  a  stimulus,  the  results  are  reported  to  have  been  generally  cos- 
metic, allowing  the  country  to  balance  its  intemational  books. 

The  devaluation,  coupled  with  a  relaxing  of  a  number  import/export 
regulations,  was  expected  to  provide  a  stimulus  that  has  not  been  seen  by 
the  majority  of  the  population.  The  population  has  become  increasingly 
concerned  with: 

•  Lack  of  signs  of  growth  in  the  economy 

•  An  apparent  lack  of  government  muscle  on  reform  issues 

Overall,  the  economy  is  reported  to  be  in  stable  condition  and  there  is 
anticipation  that  recent  changes  by  the  Ministry  of  Research  and  Tech- 
nology could  provide  stimulus  to  the  economy. 

The  Ministry  recently  announced  a  policy  for  the  management  of  large 
investment  projects  called  the  Build,  Operate,  Transfer  concept. 

Under  this  concept,  foreign  investors  will  be  encouraged  to  participate  in 
the  operating  management  (and  financial  return)  of  their  investments 
and,  through  education  programs,  transfer  technology  to  Indonesian  . 
citizens. 

With  an  indication  of  some  privitizaion  of  industry,  the  economy  of 
Indonesia  is  expected  to  take  a  tum  for  the  better,  barring  major  natural 
disasters  such  as  those  that  have  affected  the  agricultural  sector. 

However,  economists  anticipate  that  unless  there  are  conditions  that 
stimulate  investment,  the  economy  could  continue  to  languish,  providing 
the  basis  for  more  social  unrest  and  an  ultimate  change  in  the  govern- 
ment. 

3.  Telecommunications  Services  and  Plans 
a.  Telecommunications  Organizations 

Organized  under  the  Department  of  Tourism,  Posts  and  Telecommunica- 
tions, telecommunicaion  services  are  provided  by  two  separate  organiza- 
tions: Permutel  and  INDOSAT  (Exhibit  VI-13). 

Permutel  has  responsibility  for  providing  domestic  telecommunication 
services  to  a  population  spread  across  more  than  13,000  islands. 

Of  the  numerous  islands  spread  across  a  wide  geographic  area,  the  five 
islands  of  Sumatra,  Java,  Borneo,  Sulawesi,  and  Irian  Jaya  account  for 
the  majority  of  the  requirements  for  interactive  (telephone,  telex,  etc.) 
telecommunications  services. 


©  1988  by  INPUT.  Reproduction  Prohibited. 


WTEL 


ASIA/PACIFIC  TELECOMMUNICATIONS  SERVICE  TRENDS,  1988-1993 


INPUT 


EXHIBIT  VI-13 
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E^OS  AT  has  the  responsibility  for  providing  international  telecommu- 
nications services  for  residents  of  all  the  islands. 

International  services  are  currently  provided  through  two  international 
gateways:  one  in  Jakarta  and  one  in  Medan,  inaugurated  in  1986. 

b.  Voice  Services 

Representing  an  estimated  70%  of  the  revenues  for  Permutel  and  IN- 
DOSAT, telephone  services  continue  to  represent  the  majority  of  the 
focus  for  both  domestic  and  intemational  carriers. 

While  the  government  has  been  attempting  to  enhance  domestic  and 
intemational  services,  domestic  services  and  facihties  remain  underdevel- 
oped. The  state  of  underdevelopment  is  expected  to  continue  for  at  least 
the  next  several  years. 

Currently,  there  are  an  estimated  900,000  telephones  in  Indonesia.  For 
the  past  several  years,  the  rate  of  growth  for  telephone  services  has  been 
between  10%  to  12%  per  year.  This  growth  rate  is  expected  to  continue 
and  should  result  in  an  estimated  installed  base  of  approximately  1.5 
million  by  1993.  (Exhibit  VI- 14) 
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EXHIBIT  VI-14 
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While  the  figures  could  suggest  steady  growth,  they  must  be  considered 
in  light  of  the  backlog  of  orders  for  service.  Currently,  there  are  an 
estimated  200,000  outstanding  requests  for  telephone  service. 

Of  the  total  telephones  in  Indonesia,  an  estimated  35%  are  in  Jakarta. 
This  proportion  is  expected  to  continue  for  at  least  the  next  several  years. 
Jakarta  represents  85%  of  all  outgoing  international  telephone  traffic. 

Considerations  related  to  domestic  and  international  telephone  service 
include  the  following: 

•  Intemational  direct  distance  dialing  is  currently  available  from  ten 
cities.  The  number  is  not  expected  to  increase  significantly  over  the 
next  five  years. 

•  Users  consider  intemational  services  to  be  of  significantiy  higher 
quality  that  domesitc  service.  The  overall  quality  of  telephone  service 
is  rated  'very  low'  by  users.  However,  intemational  service  is  rated 
generally  acceptable. 

•  Call  detail  on  telephone  bills  is  currently  not  provided  and  is  not  con- 
sidered to  be  high  priority.  The  administrations  believe  that  this  type 
of  information  creates  too  much  additional  paper. 

•  One  of  the  new  services  being  considered  is  an  intemational  '800' 
service.  Negotiations  are  currentiy  underway  for  implementation  of 
this  type  of  service,  and  a  pilot  program  is  anticipated  by  1989  or  1990. 
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•  Connection  of  a  user's  PABX  to  a  leased  circuit  is  not  permitted,  and 
permission  is  not  expected  for  some  time  to  come.  Currently,  the 
domestic  network  is  predominately  analog  and  conversion  to  digital  is 
not  expected  for  at  least  eight  to  ten  years. 

•  Telephone  equipment  is  available  both  from  the  authorities  and  private 
vendors.  Equipment  approval  is  provided  by  INTI,  the  department  that 
has  responsibility  for  domestic  telephone  equipment. 

Cellular  telephone  services  have  not  made  any  significant  inroads  into  the 
overall  service  infrastructure,  as  yet.  From  the  little  information  that  was 
available,  cellular  telephone  appears  to  be  a  service  that  will  become 
increasingly  available  over  the  next  three  to  five  years. 

c.  Text  Services 

In  addition  to  basic  telephone  services,  telex  services  are  a  mainstay  of 
services  in  Indonesia;  however  an  overall  decline  is  beginning  to  be 
noted. 

From  1982  to  1984,  intemational  telex  volume  (transmission  minutes) 
increased  from  20  million  to  approximately  24  million.  Between  1984 
and  1986,  a  decline  of  approximately  0.5%  was  noted. 

Contributing  to  the  decline  in  in  telex  traffic  has  been  a  growing  use  of 
facsimile.  The  growth  of  facsimile  has  also  been  a  contributor  to  the 
growth  in  telephone  traffic. 

•  There  are  currently  an  estimated  5,000  to  6,000  facsimile  units  in- 
stalled. However,  the  authorities  indicated  that  the  actual  number 
could  be  higher,  since  they  do  not  have  an  effective  means  to  count  or 
control  the  growth  of  the  units. 

•  The  majority  of  the  facsimile  units  are  illegally  operated.  While  Per- 
mutel  expressed  some  concern  over  the  illegality,  INDOSAT  does  not 
consider  the  situation  to  be  of  significant  concern. 

Overall,  text-based  services  are  expected  to  be  a  mainstay  for  some  time 
to  come.  While  the  authorities  were  unable  to  provide  a  projection  of  the 
growth  of  facsimile  services,  users  indicated  that  they  expect  growth  to 
be  in  the  range  of  10%  to  15%  per  year. 

Exhibit  VI- 15  provides  and  estimate  of  the  growth  of  the  facsimile 
market  in  Indonesia  for  the  next  five  years.  However,  caution  in  use  of 
the  figures  is  recommended,  since  the  installed  base  could  actually  be 
double  that  which  is  shown,  resulting  in  significantly  higher  market 
potential  for  the  country. 
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INDONESIA 
FACSIMILE  SERVICES  GROWTH 
1988-1993 


do  Leased  Circuit  Services 

To  date,  leased  circuit  services  have  not  been  a  major  part  of  the  overall 
growth  of  telecommunications  services  in  Indonesia. 

As  of  the  end  of  1986,  there  were  a  total  of  144  lines  in  operation.  Of 
these,  1 15  (78%)  were  teletype  grade  and  29  (22%)  were  AVD  grade. 
(Exhibit  VM6) 

Most  users  in  Indonesia  do  not  project  significant  short-term  growth  in 
the  use  of  leased  circuits  for  several  reasons. 

•  Domestic  leased  circuits  are  in  short  supply  and  difficult  to  obtain. 
Users  generally  experience  long  lead  times  or  must  obtain  circuits  from 
'brokers'. 

-  The  brokerage  of  leased  circuits  is  technically  iUegal,  and  both 
Permutel  and  INDOSAT  are  trying  to  reduce  the  incidence  of  the 
practice. 

-  INDOSAT  has  indicated  that  they  are  less  inclined  to  monitor  or  take 
corrective  action  on  a  circuit  that  is  known  to  be  brokered. 

•  Currently,  the  highest  permissable  line  speed  is  24(X)bps.  While  users 
are  free  to  use  a  circuit  at  any  speed  that  they  wish,  the  authorities  only 
guarantee  24(X)bps.  INDOSAT  indicates  that  a  number  of  users  are 
operating  at  speeds  up  to  19.2Kbps. 
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However,  a  number  of  developments  could  change  the  environment  over 
the  next  several  years,  particularly  for  companies  operating  in  Jakarta. 

•  In  addition  to  the  planned  expansion  of  the  number  of  available  circuits, 
studies  are  currently  underway  to  provide  IBS  service  in  the  Jakarta  and 
Medan  areas. 

•  With  the  availability  of  high-speed  circuits  and  the  ability  to  share 
circuits,  the  possibility  for  users  to  have  higher  speed,  higher  quality 
services  could  be  only  a  couple  of  years  away. 

e.  Public  Data/Value-Added  Network  Services 

Indonesia's  public  data  network  is  comparatively  new  and,  while  the 
number  of  users  and  volume  of  data  are  still  relatively  low,  the  service  is 
expected  to  grow  significantly  over  the  next  several  years. 

As  of  the  end  of  1986,  there  were  an  estimated  total  of  93  users  of  the 
national  network  SKDP.  Of  these,  86  were  dial-up  subscribers  and  7 
were  leased  line  users. 
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Between  1985  and  1986,  use  of  the  network  grew  by  an  estimated  170%. 
While  users  project  overall  growth  to  be  somewhat  less,  the  authorities 
project  growth  of  the  public  data  network  to  be  nearly  50%  per  year  for 
the  next  five  years.  (Exhibit  VI- 17.) 
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As  an  enhancement  to  the  public  data  network,  the  authorities  are  cur- 
rently studying  X.400  and  expect  to  implement  the  standard,  along  with 
Message  Handling  Services,  sometime  in  the  next  three  years. 

INDOSAT  stated  that  they  do  not  have  any  specific  agreements  for 
service  with  organizations  such  as  CSC,  GETS,  IBM,  etc.  However,  they 
indicate  a  wUlingness  to  establish  arrangements  with  one  or  more  organi- 
zations. 

f.  ISDN  Services 

As  in  most  countries,  ISDN  is  a  consideration  for  the  future,  but  neither 
Permutel  nor  INDOSAT  currently  have  specific  plans  to  implement 
ISDN-related  services. 


The  key  reason  is  the  lack  of  a  national  infrastructure  that  will  support 
digital  services.  While  there  are  a  number  of  digital  exchanges  being 
implemented,  significant  additional  work  is  needed  before  ISDN  services 
can  be  considered. 
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The  general  consensus  is  that  a  minimum  of  eight  to  ten  years  will  be 
needed  before  ISDN  can  be  considered. 

g.  Other  Services  and  Developments 

There  are  a  number  of  projects  underway  that  could  begin  to  alter  the 
overall  infrastructure  in  Indonesia,  over  the  next  several  years. 

•  Plans  to  provide  IBS  service  will  provide  higher  capacity  in  major  areas 
such  as  Jakarta  and  Medan. 

•  A  government  five-year  plan  provides  for  a  modernization  program  that 
is  expected  to  double  the  number  of  telephones  by  1992. 

•  The  government  has  entered  into  an  agreement  with  Scientific  America 
for  installation  of  earth  stations  at  26  sites. 

•  NTT  (Japan)  has  won  a  contract  to  design  a  public  communications 
network  that  will  provide  590,000  telephone  circuits  through  55  offices 
in  seven  cities. 

4.  National  Telecommunicatons  Issues 

As  in  many  lesser  developed  countries,  one  of  the  key  issues  facing 
Indonesia  is  the  allocation  of  national  resources  to  build  an  acceptable 
infrastructure. 

To  date,  Indonesia  has  made  the  choice  of  focusing  on  the  development 
of  telecommunications  services  that  will  promote  education  and  informa- 
tion disemination  through  a  greater  part  of  the  population. 

The  country  has  planned  and  implemented  earth  stations  in  remote  areas 
of  the  country  to  provide  educational  broadcasts  rather  then  spend  the 
funds  on  enhancing  infrastructure  that  provides  no  (or  little)  benefit  for 
the  majority  of  the  country.  This  trend  is  expected  to  continue. 

5.  User  Needs  and  Requirements 

In  Indonesia,  particularly  outside  the  metropolitan  area  of  Jakarta,  users 
are  in  need  of  the  most  basic  of  services.  The  infrastructure  is  seriously 
lacking  and  the  quality  of  services  that  are  present  are  frequently  of  poor 
quality. 

International  services  are  reported  by  users  to  be  better  than  domestic 
services,  but  the  lack  of  domestic  services  frequently  precludes  effective 
service. 
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The  general  expectation  in  Indonesia  is  that  there  will  be  few  changes  in 
the  short  term. 


E 


Japan  1.  Introduction 


The  general  trend  in  Japan  over  the  next  five  years  is  for  general  stability 
and  continued  growth.  Within  the  telecommunications  industry,  users 
indicated  a  moderate  degree  of  hope  that  the  recent  liberalization  and 
privatization  will  result  in  greater  flexibility  and  alternatives  in  the 
development  and  use  of  network  services. 


2.  Economic  and  Political  Setting 

Representing  one  of  the  leading  industrial  nations  of  the  world,  Japan's 
economic  infrastructure  is  strong  and  is  expected  to  remain  so  for  the 
next  several  years.  However,  there  are  undercurrents  that  could  begin  to 
alter  Japan's  position  in  the  world  economic  community. 

•  While  the  government  is  stable,  there  have  been  recent  signs  of  unrest 
on  the  part  of  unions  and  minor  political  parties  to  implement  land  and 
tax  reforms  to  ease  burdens  on  the  population.  Although  not  currently 
significant  in  their  strength,  their  participation  in  the  government 
process  is  expected  to  increase  over  time. 

•  There  has  been  an  increasing  pressure  by  other  industrialized  nations 
for  Japan  to  "share  the  wealth."  As  a  result  of  the  pressure,  the  number 
of  cases  of  Japan's  direct  overseas  investment  increased  by  25%,  from 
2,563  cases  in  1981  to  approximately  3,196  cases  in  1986.  During  the 
same  period,  the  financial  commitment  increased  from  an  estimated 
$8.9  billion  to  more  than  $22  billion,  an  increase  of  nearly  150%. 

During  the  past  several  years,  the  Japanese  government  has  shown  in- 
creasing willingness  to  take  on  greater  degrees  of  responsibility  in  ensur- 
ing the  stability  of  the  international  financial  community.  Japan  has  been 
one  of  the  key  participants  in  helping  the  'shore  up'  the  U.S.  dollar. 

The  participation  in  international  economic  stabilization  has  resulted  in  a 
general  decline  in  the  volume  of  exports,  as  the  value  of  the  Yen  has 
increased  significantly.  A  number  of  economists  suggest  that  the  value 
of  the  Yen  (compared  to  the  U.S.  Dollar)  could  increase  to  as  high  as 
115. 

At  the  same  time,  Japan's  growth  in  GNP  has  remained  strong  due  to 
increases  in  domestic  demand.  A  number  of  economists  indicate  that 
Japan  will  grow  at  the  projected  rate  of  3.5%  for  1988,  as  compared  to 
2.5%  in  the  previous  12  months  and  4.3%  the  year  before. 
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Overall,  Japan's  economy  is  expected  to  remain  strong,  with  more  em- 
phasis on  increasing  consumer  demand  that  may,  in  part,  offset  decreases 
in  foreign  trade 

3.  Telecommunications  Services  and  Plans 
a.  Telecommunications  Organizations 

Following  years  of  highly  centralized  and  regulated  services,  deregula- 
tion in  Japan  began  with  passage  of  the  Telecommunications  Business 
Law,  which  became  effective  on  1  April  1985. 

Since  passage  of  the  Law,  Japan  has  seen  significant  increases  in  the 
number  of  service  providers;  many  are  seeking  to  achieve  competitive 
advantage  in  niche  markets. 

Deregulation  is  having  a  dramatic  and  far-reaching  effect.  One  of  the 
most  significant  changes  brought  about  by  the  Law  is  an  effective  change 
in  the  status  of  NTT  (Nippon  Telephone  and  Telegraph)  and  KDD 
(Kokusai  Denshin  Denwa). 

Once  the  sole  providers  of  domestic  arid  international  services  respec- 
tively, the  status  of  both  has  changed  to  one  of  being,  essentially,  com- 
mon carriers;  not  dissimilar  to  the  BOC's  in  the  U.S. 

•  While  both  NTT  and  KDD  can  compete  in  the  value-added  business 
market,  other  firms  are  free  to  compete  and  establish  rates  and  charges 
that  are  less  than  NTT  and  KDD.  Both  NTT  and  KDD  must  demon- 
strate the  lack  of  cross-subsidization  from  regulated  to  non-regulated 
services. 

•  As  a  Type  I  carrier,  NTT  and  KDD  are  obligated  under  the  Law  to 
provide  unrestricted  common  carrier  services  to  the  new  service  provid- 
ers. 

•  While  the  Law  provides  for  competiton  by  foreign  firms  in  the  provi- 
sion of  common  carrier  services,  few  are  entering  the  market,  due  to  the 
high  costs  of  entry. 

While  the  Law  has  permitted  entrants  into  both  the  domestic  and  intema- 
tional  market  segments,  the  greatest  impact  has  been  on  NTT,  where  a 
number  of  changes  have  taken  place. 

•  NTT  has  sold  a  significant  number  of  shares  in  the  company, 
continuing  to  increase  public  participation. 

•  The  change  has  caused  NTT  to  have  to  become  more  stream- 
lined and  competitive.  In  order  to  be  more  competitive  it  has 
taken  a  number  of  steps. 
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-  NTT  has  had  to  reduce  the  management  layers  to  become  more 
responsible  to  customer  needs  and  reduce  overhead. 

-  Since  privatization,  some  1,300  telephone  centers  have  been  consoli- 
dated into  approximately  350. 

-  NTT  is  in  the  process  of  reducing  its  payroll  by  an  estimated  30,000 
people  by  the  end  of  1990. 

Following  formalization  of  service  provider  categories  (Exhibit  VI- 18), 
more  than  300  providers  of  public  and  value-added  services  have  entered 
the  market  for  domestic  and  international  telecommunications. 


EXHIBIT  VI-18 


JAPAN 

SERVICE  PROVIDER  CLASSIFICATIONS 


Industry 
Framework 

Type  1  Carriers 

Type  II  Carriers 

Special  Type  11          General  Type  II 

Business 
Activities 

Provision  of  telecommuni- 
cations services  through  own 
telecommunications  circuits 
and  facilities 

Provision  of  telecommunications 
services  through  telecommunications 
circuits  leased  from  Type  1  carriers 

•  Large-scale          •  Other  services 
nationwide  or 
international 
services 

Government 
Regulation 

a.  Start-up  of 
Services 

b.  Rates  and 
Charges 

•  Permission  from  MPT 
required 

•  Authorization  from 
MPT  required 

•  Registration  with     •  Notification  to 
MPT  required           MPT  required 

•  Notification  to        •  Unregulated 
MPT  required 

Foreign  Capital 
Participation 

Proportion  of  total  shares 
held  by  foreign  nationals 
limited  to  on-third 

Unregulated  Unregulated 
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Included  in  the  group  of  New  Common  Carriers  (NCCs)  are  more  than  30 
Type  I  carriers  that  are  beginning  to  provide  domestic  and  intemational 
competition  to  the  domestic  provider  Nippon  Telephone  and  Telegraph 
(NTT)  and  the  intemational  provider  Kokusai  Denshin  Denwa  (KDD). 

Additional  Type  I  carriers  are  expected  to  enter  the  market  as  the  demand 
for  new  services  expands  beyond  the  Tokyo-Osaka  corridor,  where  the 
majority  of  major  business  requirements  currently  exist. 

While  there  is  a  growing  number  of  NCCs,  NTT  currendy  retains  an 
estimated  96%  of  the  domestic  market  for  basic  telecommunications 
services.  KDD  currently  has  a  comparable  share  of  the  intemational 
market.  Major  intemational  Type  I  carriers  have,  as  yet,  not  begun  to 
offer  any  significant  amount  of  services. 

b.  Voice  Services 

At  the  time  the  Telecommunications  Basic  Law  was  enacted,  the  MPT 
(Ministry  of  Posts  and  Telecommunications)  prepared  a  projection  of  the 
growth  of  domestic  and  intemational  telecommunications  services  for  the 
period  1985-1990. 

Included  in  the  projections  was  an  average  annual  growth  rate  for  domes- 
tic telephone  services  of  approximately  16%.  Between  1987  and  1988 
(Fiscal  Year),  NTT  realized  an  increase  of  approximately  4%.  (Exhibit 
VM9) 


JAPAN 

MPT  PROJECTED  TELEPHONE  GROWTH 

50 

§  40 

39            Use  41 

a> 
Q- 

1  30 
o 

O 

CD  20 
E 

O 

>  10 

^         Customers  f 

0 

1985  1990 

©  1988  by  INPUT.  Reproduction  Prohibited. 


103 


ASIA/PACIFIC  TELECOMMUNICATIONS  SERVICE  TRENDS.  1988-1993 


INPUT 


For  the  same  1985-1990  period,  the  MPT  projected  an  increase  in  tele- 
phone use  of  213%.  For  the  1987-1988  fiscal  year,  the  actual  volume 
growth  was  41%.  This  rate  of  growth  continues  a  trend  of  high  growth 
experienced  over  the  previous  years. 

The  growth  rate  for  basic  domestic  and  international  telephone  services 
are  expected  to  continue  for  the  next  several  years.  However,  following 
this  initial  period,  these  rates  can  be  expected  to  decline  in  the  ensuing 
years,  as  the  transmission  of  facsimile,  a  key  contributor  to  the  growth  in 
telephone  services,  begins  to  utilize  other  methods  to  accomplish  trans- 
mission. 

CeUular  services  are  among  the  rapidly  growing  voice  services.  Cellular 
services  are  growing  an  estimated  rate  of  50%  per  year.  The  rate  of 
growth  is  expected  to  continue  for  several  years. 

c.  Text  Services 

As  in  many  countries,  the  volume  of  telex  service  in  Japan  is  declining. 
The  most  significant  indicator  of  this  is  the  rate  of  decrease  in  the  vol- 
ume of  intemational  telex. 

In  1985,  the  MPT  projected  zero  (0)  growth  over  the  five-year  period. 
The  volume  has  been  declining  significandy.  As  shown  in  Exhibit  VI- 
20,  the  actual  rate  of  decline  has  increased  from  approximately  3%  to 
nearly  40%  per  year. 


EXHIBIT  VI-20 
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Over  the  next  five  years,  both  NTT  and  KDD  project  a  continued  trend  of 
comparable  increases  and  decreases  for  telephone  and  telex  respectively. 
The  projections  are  greater  than  originally  expected  due  to  tariff  reduc- 
tions and  promotion  of  services  that  encourage  use  and  make  usage 
easier. 

Both  NTT  and  KDD  project  a  continued  trend  of  decreasing  tariffs  due  to 
the  increased  competition  and  significant  expansion  in  the  number  of 
circuits.  They  estimate  reductions  that  average  approximately  10%  per 
year. 

d.  Leased  Circuit  Services 

For  the  period  1986-1991,  the  MPT  projected  growth  for  conventional 
and  high-speed  leased  circuits  to  vary  from  a  low  of  12%  to  a  high  of 
nearly  1200%  over  the  planning  period. 

Growth  rates  for  domestic  conventional  leased  circuits  for  the  1987-1988 
(fiscal  year)  period  increased  by  approximately  12%  to  a  total  of  more 
than  640,000  circuits.  The  number  of  domestic  high-speed  digital  circuits 
grew  nearly  80% 

During  the  same  planning  period,  international  leased  circuits  were 
projected  to  grow  by  more  than  400%.  For  the  period  1987-1988,  the 
actual  growth  of  international  leased  circuits  increased  by  approximately 
25%.  This  excludes  the  growth  of  international  telephone  circuits  that 
increased  by  an  additional  20%. 

Domestic  conventional  leased  circuit  services  are  expected  to  continue  to 
grow  at  an  estimated  rate  of  10%  to  12%  (Exhibit  VI-21).  Growth  of 
domestic  high-speed  digital  services  should  continue  to  exceed  an  esti- 
mated 40%  to  50%  per  year  for  the  next  two  to  three  years  (Exhibit  VI- 
22). 

e.  Public  DataA'^alue- Added  Network  Services 

Public  data  network  services  continue  to  be  a  top  priority  for  both  NTT 
and  KDD.  In  addition,  since  deregulation,  some  500  companies  have 
begun  to  provide  or  been  granted  permission  to  provide  VAN  services  in 
Japan. 

Public  data  network  services  provided  by  NTT  fall  into  two  general 
categories — data  communication  facility  services  and  digital  data  net- 
work exchange  services. 

•  Data  communication  facility  services  include  services  such  as  CAFIS 
(Credit  and  Finance  Information  System)  and  ANSER. 
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JAPAN 
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-  CAFIS  is  a  nationwide  on-line  system  linking  credit  companies  and 
retail  stores  nationwide  to  provide  credit  authorization — ^related 
services. 
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-  ANSER  is  a  nationwide  system  used  primarily  by  banks,  security 
firms,  and  retailers  to  provide  information  to  customers  requested  by 
telephone,  facsimile,  or  videotex  terminal. 

•  Digital  data  exchange  services  include  circuit  switching  services  and 
packet  switching  services. 

-  Designed  to  meet  the  need  for  lengthy  and  high- volume  transmis- 
sion, circuit  switching  services  have  been  growing  steadily.  Between 
1987  and  1988,  NTT  recorded  an  increase  in  circuit  switch  subscrib- 
ers of  more  than  35%. 

-  Designed  to  meet  the  need  for  shorter  term,  low-volume  transmis- 
sions, packet  switching  services  grew  at  a  substantial  rate,  recording 
a  growth  rate  of  nearly  92%  between  1987  and  1988. 

•  Recognizing  the  increasing  need  for  high-volume  transmission  capabil- 
ity, N  i  l  introduced  the  abiUty  to  transmit  "Long  Packets"  early  in  the 
fiscal  year,  which  provided  the  capability  to  switch  fast  packets  of  up 
to  4-kilobytes.  Introduction  was  in  response  to  demand  primarily  in 
the  financial  services  sector. 

With  responsibility  for  international  telecommunication  services,  KDD 
provides  a  number  of  packet  and  circuit  switch  services  comparable  to 
NTT.  KDD's  intemational  and 
value-added  network  services  include  the  following: 

•  VENUS-P  is  a  packet  switch  system  designed  to  be  the  primary  means 
for  lower  volume  users  (business  and  private)  to  access  foreign  data- 
bases and  corporate  systems.  In  addition,  VENUS-P  provides  the 
primary  basis  for  providing  value-added  services  such  as  E-mail. 

•  VENUS-C  is  the  circuit  switch  switch  system  designed  to  meet  the 
needs  of  users  requiring  high-speed,  high-volume  data  transfer  where 
no  additional  processing  is  required. 

•  VENUS -LP  is  a  comparatively  new  offering  intended  to  meet  the  - 
growing  need  for  high-volume,  high-resolution  transmission  and 
switching  services  such  a  facsimile  transmission  and  store-and-for- 
ward. 

As  Type  I  common  carriers,  neither  NTT  nor  KDD  have  specific  agree- 
ments for  the  marketing  or  provision  of  domestic  or  intemational  value- 
added  services.  As  part  of  their  network  services  activities,  each  provides 
connections  to  major  services  providers  throughout  the  world. 

Both  KDD  and  NTT  express  willingness  to  work  directly  or  indirectly 
with  national  and  intemational  service  providers  that  have  obtained  the 
necessary  authority  from  the  MPT  to  provide  services. 
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f.  ISDN  Services 

ISDN  will  continue  to  be  a  significant  service  consideration  for  the 
foreseeable  future.  In  April  1988,  NTT  introduced  INS-Net  64,  a  Basic 
Rate  service,  connecting  the  cities  of  Tokyo,  Nagoya,  and  Osaka.  NTT 
indicates  that  the  service  will  be  enhanced  to  provide  Primary  Rate 
service  in  1989  and  that  expansion  of  the  services  will  begin  to  other 
areas.  Key  driving  forces  for  the  implementation  and  expansion  of 
ISDN-based  services  include  the  following: 

•  The  need  for  high-resolution,  high-speed  facsimile  has  led  to  the  sig- 
nificant growth  of  Gn  facsimile  devices  and  stimulated  the  growth  of 
ISDN-based  services.  Facsimile  services  are  growing  an  estimated 
50%  percent  per  year.  This  growth  is  expected  to  continue  for  the  next 
several  years. 

•  ISDN  services  are  needed  to  support  the  growth  of  videoconferencing 
services  throughout  the  country.  With  the  introduction  of  low  cost 
videoconferencing  terminals,  and  assuming  that  ISDN  provides  cost- 
effective  rates,  conferencing  is  expected  to  grow  rapidly  over  the  next 
several  years. 

•  Videotex  is  growing  rapidly.  By  the  end  of  fiscal  1988,  the  number  of 
videotex  subscribers  grew  by  more  than  100%  over  the  previous  year 
to  an  estimated  62,000  subscribers.  Expansion  of  ISDN  capabilities 
will  further  stimulate  the  demand  for  videotex  services. 

g.  Other  Services 

The  number  of  service  providers  entering  the  Japanese  market  is  signifi- 
cant. In  the  short  term,  the  growth  could  create  problems  for  users  trying 
to  select  among  the  variety  of  offerings.  However,  the  long-term  pros- 
pect is  expected  to  result  in  a  number  of  new  services  at  reduced  costs. 
Included  in  the  numerous  changes  taking  place  are  the  following. 

•  ATT  has  announced  the  availability  of  its  ACCUNET  service  to  pro- 
vide 56  and  64KB  clear  channel  service  and  a  1.5MB  service  between 
the  U.S.  and  Japan, 

•  Tokyo  Telecommunications  Network  Co.,  an  affiliate  of  Tokyo  Elec- 
tric Co.,  will  begin  to  offer  a  3Mbps  dedicated  circuit  service.  The 
charge  is  expected  to  be  between  8%  and  19%  less  than  NTT-compa- 
rable service. 

•  Three  new  common  carriers,  Daini-Denden,  Inc.,  Japan  Telecom,  and 
Teleway  Japan  are  now  using  an  estimated  3.3  million  circuits  for 
international  telephone  service. 
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•  K-Network  International  Inc.,  a  VAN  service,  plans  to  launch  an 
international  VAN  service  linking  Japan  and  the  U.K.  in  1989. 

•  N  i  l  has  begun  to  accept  bids  for  the  supply  of  a  Message  Handling 
Service  (MHS)  to  provide  E-mail  service. 

•  Nihon  Unisys,  Ltd.  has  announced  that  it  will  double  the  number  of 
circuits  on  its  "U-NET'  VAN  in  order  to  compete  with  IBM  Japan. 

•  Nippon  Idou  Tsushin  Corp.  plans  to  offer  cellular  service  in  Tokyo. 
The  company  has  signed  contracts  with  1 1  Japanese  automakers  for 
marketing  and  installation. 

•  Ace  telemail  international  has  reduced  fees  for  E-mail  sent  to  the  U.S. 
by  an  average  of  20%. 

•  International  Telecom  Japan  (ITJ)  has  reached  agreement  with  ATT  to 
provide  services  between  the  U.S.  and  Japan. 

There  are  numerous  other  service  providers  in  Japan  working  to  identify  . 
and  enter  special  niche  market  areas.  The  majority  are  related  to  the 
provision  of  VAN  and  cellular  services. 

4.  National  Telecommunications  Issues 

Key  national  issues  in  Japan  center  around  the  continued  liberalization  of 
the  market  and  services. 

Most  users  indicate  general  acceptance  with  the  changes  that  have  taken 
place  to  date  but  are  cautious  about  suggesting  that  further  liberalization 
will  follow. 

In  addition,  a  number  of  users  express  concern  about  the  growth  in  the 
number  of  NCCs.  A  number  have  suggested  that  the  government  might 
initiate  steps  to  slow  down  the  rapid  development  and,  in  the  process, 
slow  down  the  liberalization  trend  that  has  emerged. 

5.  User  Needs  and  Requirements 

Key  user  concerns  in  Japan  center  around  the  general  lack  of  network 
connectivity  coupled  with  a  growing  concern  over  the  emphasis  being 
placed  on  public  network-based  services. 

Users  are  beginning  to  sense  a  strong  movement  toward  public  network 
use,  even  though  neither  NTT  nor  KDD  indicate  that  they  give  any 
preference. 
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Among  the  countries  of  Asia,  users  believe  that  Japan  could  be  the 
forerunner  of  movements  toward  public  network  use.  However,  they 
believe  that,  with  the  growth  of  international  leased  circuit  service  com- 
panies, alternatives  will  emerge  to  offset  the  trends  of  NTT  and  KDD. 

Overall,  users  are  pleased  with  what  they  have  seen  and  are  hopeful  that 
the  trends  will  continue. 

F   

SouthKorea  1.  Introduction 

Although  it  is  one  of  the  most  dramatic  areas  of  growth  in  the  Asia/ 
Pacific  region.  South  Korea  also  has  one  of  the  most  restrictive  environ- 
ments for  the  use  of  telecommunications  services. 

Unfortunately,  little  is  likely  to  change  in  the  next  few  years.  The  na- 
tional authorities  have  made  a  clear  statement  that  the  policies  are  in- 
tended to  promote  and  protect  the  development  of  local  providers. 

However,  there  is  an  indication  that  KTA  (Telecommunications  Author- 
ity of  Korea)  could  be  privatized  beginning  in  late  1988  or  early  1989, 
potentially  setting  the  tone  for  other  developments  in  the  next  couple  of 
years.  Until  then,  litde  is  expected  to  change. 

2c  Economic  and  Political  Setting 

Contemporary  Korea  dates  from  1945  when  liberation  from  Japan  was 
realized.  From  1945  through  1960,  the  country  experienced  almost 
continuous  upheaval  with  numerous  governments  being  formed  and 
changed. 

Comparative  stability  was  achieved  with  the  formation  of  the  Second 
RepubUc  in  1960.  However,  turmoil  has  been  experienced  continually, 
resulting  in  the  formation  of  the  Sixth  Republic  in  December  1987.  The 
Sixth  Republic  was  the  first  government  formed  by  direct  popular  presi- 
dential election. 

The  future  of  South  Korea  is  unknown.  The  economy  has  been  growing 
dynamically,  but  there  has  been  increasing  agitation  for  increased  liberty 
by  an  increasingly  well-educated  population.  In  addition,  there  has  been 
increasing  pressure  for  reunification  with  North  Korea.  Recently  Prime 
Minister  Roh  has  proposed  steps  to  achieve  a  degree  of  cooperation  as  a 
(possible)  first  step  to  unification. 

During  1987,  the  economy  grew  12.2%,  matching  the  growth  for  1986 
and  nearly  matching  the  record  growth  of  1977  (12.6%).  This  perform- 
ance resulted  from  strong  performance  in  exports  and  decreased  pay- 
ments of  foreign  debt.  During  the  same  period,  the  Gross  National 
Product  grew  by  $22.9  billion  (U.S.)  to  $1 18  biUion. 
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Between  1986  and  1987,  the  service  industry  (including  telecommunica- 
tions) contributed  36%  to  the  Gross  National  Product,  up  from  35.7%  in 
1986  (Exhibit  VI-23). 


KOREA 


CONTRIBUTION  OF  SERVICE 
SECTOR  REVENUE  TO  GNP* 

35.7  36.0 


1986  1987 


*  Includes  Telecommunications 


As  a  key  indication  of  confidence  in  the  stability  of  the  economy,  domes- 
tic savings  represented  35.8%  of  the  Gross  National  Product,  up  3%  from 
the  previous  year.  Domestic  savings  surpassed  growth  of  investments, 
satisfying  investment  demand. 

Though  the  economic  growth  has  been  significant,  the  success  has  been 
less  than  enthusiastically  accepted  by  a  number  of  people.  Due  to  this 
success,  representatives  in  the  U.S.  Congress  have  proposed  eliminating 
(or  significandy  reducing)  the  General  Systems  of  Preferences  (GSP)  on 
products  produced  in  South  Korea.  Reduction  could  result  in  the  intro- 
duction of  import  duties  of  4.5%  on  goods  imported  into  the  United 
States. 

Even  considering  the  possibilities  of  changes  in  international  economic 
relationships  and  the  political  changes  beginning  to  take  place.  South 
Korea  is  expected  to  remain  comparatively  stable  and  continue  its  high 
level  of  economic  growth  for  the  next  several  years. 
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3,  Telecommunications  Service  Summary 
a.  Telecommunications  Organizations 

Formed  in  1981  and  1982  respectively,  the  Telecommunications  Author- 
ity of  Korea  (KTA)  and  DACOM  have  authority  for  all  telecommunica- 
tions services  in  South  Korea.  With  one  exception,  there  are  no  third- 
party  providers. 

*  KTA  (Telecommunications  Authority  of  Korea)  has  responsibility  for 
the  development  and  management  of  all  telecommunications  network 
infrastructure  and  providing  all  national  and  international  telecommu- 
nications services,  including  telephone,  telex  and  leased  circuit  serv- 
ices. Services  provided  by  KTA  include  those  identified  in  Exhibit  VI- 
24.  ■  .  -  ■ 


KOREA 

TELECOMMUNICATONS  AUTHORITY 

OF  KOREA  SERVICES 

•  Domestic/International  Telephone 

•  Domestic/International  Telex 

•  Domestic/International  Leased  Circuit 

•  Bureau  Facsimile  Services 

•  Voice  Mail  Services 

•  Maritime  Communications 

•  Mobile  Telephone 

•  Radio  Paging 

•  DACOM  has  responsibility  for  providing  network-based  services.  In 
addition,  DACOM  has  responsibility  for  leased  circuit  services  directly 
related  to  connecting  customers  to  public  data  network  services. 
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As  an  adjunct  to  the  network  services,  DACOM  has  responsibility  for 
marketing  leased  circuits.  While  the  division  of  responsibility  has  caused 
confusion  for  many  customers,  DACOM  indicates  that  its  responsibility 
is  to  market,  review,  and  approve  applications  for  leased  circuit  applica- 
tions only.  KTA  has  the  responsibility  for  providing  and  maintaining 
leased  circuit  services.  Services  provided  by  DACOM  are  indicated  in 
Exhibit  VI-25. 


KOREA 

DACOM  SERVICES 

•  Electronic  Mail 

•  Data  Base  Access 

•  Videotex  (Chollian) 

•  DCS  (DACOM  Computer  Services) 

•  CCIS  (Credit  Card  Information  System) 

•  DACOM-NET  (Packet  Network  Services) 

•  KOTIS  (Korea  Travel  Information  Services) 

•  POSCO  (National  EDI  Service) 

In  addition  to  the  services  provided  by  DACOM,  GEIS  currently  pro- 
vides international  VAN  services.  Technically  illegal  (as  indicated  by  " 
DACOM),  GEIS  is  permitted  to  continue  providing  service  since  it  was 
providing  service  prior  to  the  establishment  of  DACOM. 

Though  DACOM  indicates  that  permission  to  provide  service  will  not  be 
withdrawn,  it  indicates  that  significant  expansion  of  service  is  doubtful  in 
areas  where  DACOM  believes  it  has  the  capability  to  provide  the  service. 

Following  years  of  limited  growth,  telecommunications  services  in  South 
Korea  have  grown  significantly  in  the  past  five  years  and  growth  is 
expected  to  continue  for  the  next  several  years.  Significant  growth  has 
been  experienced  in  the  following  areas. 
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b.  Voice  Services 

From  1982  to  1987,  the  total  telephone  switching  capacity  grew  by  more 
than  100%  from  4.4  million  to  10.2  million.  During  the  same  period,  the 
number  of  telephones  grew  by  97%.  As  a  result  of  this  growth,  South 
Korea  has  one  of  the  highest  densities  of  telephone  service  of  any  coun- 
try in  Asia  (Exhibit  VI-26). 


EXHIBIT  VI-26 


KOREA 
TELEPHONE  DENSITY  PER 
100  POPULATION 


Cellular  telephone  service,  provided  through  a  subsidiary  of  KTA,  has 
experienced  steady  growth  since  its  introduction  in  1984.  As  of  the  end 
of  1987,  there  were  an  estimated  10,000  units  installed.  With  continuing 
demand  and  expansion  to  additional  major  areas  of  the  country,  the 
growth  rate  is  projected  to  be  at  least  15%  for  the  next  five  years,  result- 
ing in  an  estimate  of  more  than  20,000  units  by  1993  (Exhibit  VI-27). 

c.  Text  Services 

Though  telex  traffic  has  generally  been  declining  as  facsimile  and  other 
services  grow,  the  volume  of  telex  traffic  in  South  Korea  has  been  grow- 
ing moderately,  reflecting  residual  subscriber  demand  for  some  basic 
services. 

Between  1982  and  1988,  the  telex  switching  capacity  grew  by  approxi- 
mately 20%  and  the  number  of  subscribers  grew  by  65%  (Exhibit  VI-28). 
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With  the  continuing  growth  in  demand  for  facsimile  and  the  emergence 
of  domestic  and  international  E-mail  services,  the  growth  for  telex  serv- 
ices is  projected  to  begin  to  decline  at  a  rate  of  10%  per  year. 
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d.  Leased  Circuit  Services 

Comparable  to  domestic  and  international  telephone  services,  the  growth 
of  domestic  leased  circuits  has  been  significant  over  the  past  five  years. 
Though  not  as  great  as  domestic  growth,  the  growth  in  international 
leased  circuits  has  also  been  significant.  Growth  of  domestic  and  inter- 
national leased  circuit  services  for  the  past  five  years  is  shown  in  Exhibit 
VI-29. 


KOREA 
LEASED  CIRCUIT  SERVICES 
DOMESTIC/INTERNATIONAL 


1982         1988  1982  1988 


Domestic  International 


Over  the  next  five  years,  the  demand  for  leased  circuits  is  expected  to 
increase,  with  the  highest  demand  for  higher- speed  (wideband)  services. 

Over  the  next  five  years,  demand  for  leased  circuit  services  is  expected 
to  be  an  estimated  10-12%  per  year,  which  includes  an  overall  annual 
reduction  in  low-speed  circuits  of  2-3%  per  year  (Exhibit  VI-30). 

e.  Public  DataA^alue- Added  Network  Services 

Though  the  rate  of  growth  has  been  declining  over  the  past  several  years 
(Exhibit  VI-31),  the  overall  growth  of  public  data  network  services  has 
been  continual.  With  the  initial  demand  (predominantly  domestic) 
generally  satisfied  and  with  attention  focused  away  from  the  short-term 
needs  of  the  Olympics,  DACOM  now  expects  the  rate  of  growth  to 
increase. 
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To  date,  the  majority  of  the  network  services  business  has  been  derived 
from  local  business,  with  foreign  business  representing  the  second  largest 
group.  Together,  they  represent  approximately  75%  of  the  revenues. 
Use  by  individuals  represents  slightly  less  than  7%  of  the  business.  The 
remainder  of  the  revenues  are  derived  predominantly  from  domestic 
research  organizations  (Exhibit  VI-32). 
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KOREA 

PUBLIC  DATA  NETWORK  USE 


Over  the  next  five  years,  DACOM  and  users  expect  domestic  and  interna- 
tional public  data  network  services  to  grow  significantly.  DACOM 
estimates  that  the  growth  rate  should  be  an  estimated  150%  per  year  for 
the  next  two  to  three  years,  slowing  to  an  estimated  50%  per  year  for  the 
next  several  years.  There  are  several  reasons  for  the  projections. 

•  CSC  is  expected  to  place  increased  emphasis  on  marketing  its  Notice 
electronic  mail  service.  (CSC  is  the  only  authorized  third-party  pro- 
vider of  electronic  mail  services.) 

•  DACOM  has  developed  H-MAIL  (Hangul  Electronic  Mail),  a  system 
that  provides  electronic  mail  services  supporting  the  Korean  alphabet, 
which  it  expects  to  start  marketing  aggressively  in  1989. 

•  DACOM  has  entered  into  an  agreement  with  Dialcom  to  provide 
international  electronic  mail  services. 

DACOM  indicates  that  it  will  place  initial  emphasis  on  the  development 
of  the  domestic  electronic  mail  market.  This  will  be  followed  by  ex- 
panded efforts  to  develop  the  international  electronic  mail  market. 
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However,  DACOM  indicates  that  it  expects  the  development  of  interna- 
tional services  to  be  tied  to  the  development  of  domestic  services. 

•  DACOM  is  committed  to  the  development  of  X.400  and  the  implemen- 
tation of  Message  Handling  Services.  With  a  staff  of  more  than  40 
people  dedicated  to  the  implemetation  of  XAOO,  DACOM  is  committed 
to  ensuring  the  success  of  Message  Handling  Services. 

•  DACOM  is  committed  to  the  development  of  services  such  as  EDI.  It 
believes  that  international  EDI  will  be  of  significant  value  but  has  some 
concerns  over  premature  release. 

Overall,  public  data  and  value-added  network  services  are  believed  by 
DACOM  to  be  a  fundamental  building  block  for  telecommunications 
services  for  many  years  to  come. 

f.  ISDNServices    ,        '  •  , v:'^^^^ 

As  in  many  countries  of  the  world,  ISDN  is  seen  by  local  service  provid- 
ers as  offering  significant  potential  for  the  future.  However,  in  South 
Korea,  little  specific  development  has  taken  place. 

•  DACOM  indicates  that  general  plans  for  the  implementation  are  being 
considered  by  top  management,  but  it  does  not  have  specific  plans  to 
implement  ISDN-related  services. 

•  KTA  sees  ISDN  as  a  means  to  reduce  the  number  of  exchanges  in  the 
future  and  to  maximize  the  use  of  facilities,  but  has  no  plans  to  imple- 
ment specific  ISDN-related  services. 

•  DACOM  indicates  that  Basic  Rate  ISDN  services  may  become  avail- 
able within  three  to  five  years. 

•  KTA  indicates  that  more  than  five  years  may  be  necessary  for  Basic 
Rate  services  to  become  available. 

•  Both  DACOM  and  KTA  indicate  that  Primary  Rate  Services  will  be  ■ 
available  within  the  same  time  frame  as  Basic  Rate  Services.  Both 
indicate  that  there  is  only  marginal  value  in  providing  Basic  Rate 
Services. 

4.  National  Telecommunications  Issues 
a.  Telecommunications  Organizations 

Organized  as  separate  entities  in  1981  and  1982  respectively,  the  roles 
and  responsibilities  of  DACOM  and  KTA  are  confusing  to  many  interna- 
tional companies  operating  or  planning  to  operate  in  South  Korea. 
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At  the  time  of  establishment,  KTA  was  wholly  owned  by  the  government 
and  operated  as  a  government  monopoly.  However,  following  the  lead 
of  telecommunications  organizations  in  many  countries,  KTA  has  begun 
the  process  of  privatization.  Current  plans  provide  for  KTA  to  become  a 
private  company  near  the  end  of  1988.  However,  strong  national  influ- 
ence and  indirect  control  is  expected  to  continue  for  some  time. 

Established  as  a  private  company,  DACOM  operates  as  an  independent 
entity  with  a  basic  charter  to  develop  and  operate  network-based  (value- 
added)  services. 

As  reflected  by  international  businesses  with  telecommunications  activi- 
ties in  South  Korea,  the  actual  degree  of  separation  between  KTA  and 
DACOM  is  speculative  at  best.  Though  users  report  little  pressure  on  the 
part  of  either  DACOM  or  KTA  to  use  public  data  networks  as  an  alterna- 
tive to  leased  circuit  services,  the  fact  that  DACOM  reviews  and  ap- 
proves all  requests  for  leased  circuit  services  indicates  that  public  data 
network  services  are  a  national  priority. 

b.  Regulatory  Environment 

Regulatory  issues  in  telecommunications  are  a  significant  factor  contrib- 
uting to  the  inability  of  international  organizations  to  successfully  meet 
their  processing  needs  in  Korea.  Key  issues  include  the  following: 

•  Equipment  importation  is  not  permitted.  Equipment  to  be  used  as  part 
of  a  telecommunications  network  or  connected  to  a  network  must 
generally  be  acquired  fi"om  private  suppliers  in  South  Korea.  Users 
report  that  attempts  to  openly  bring  equipment  into  the  country  have 
resulted  in  equipment  seizure.  A  number  of  users  indicate  that  smug- 
gling is  not  uncommon. 

•  Tariffs  and  regulations  are  structured  to  favor  the  use  of  an  increased 
number  of 

lower-speed  circuits  rather  than  maximize  the  use  of  existing  circuits. 
Users  indicate  that  multiple  4.8  and  9.6  circuits  are  required  even 
though  the  circuits  are  fully  capable  of  supporting  transmission  rates  at 
19.2.  Several  users  are  able  to  demonstrate  the  success  of  higher 
speeds  (some  using  illegal  equipment)  on  9.6  circuits. 

•  Resale  of  leased  circuit  services  is  not  permitted  for  either  domestic  or 
international  use.  Sharing  of  leased  circuit  services  is  permitted,  but 
only  between  groups  of  the  same  organization. 

•  Data  protection  is  not  currently  an  issue  in  South  Korea.  There  are 
currently  no  specific  laws  or  regulations  related  to  privacy  protection 
or  transborder  data  flow.  Neither  DACOM  nor  KTA  indicates  any  spe- 
cific plans  to  implement  policies  or  regulations  related  to  these  topics. 
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•  Connection  of  a  PABX  to  a  leased  circuit  is  currently  not  permitted. 
However,  KTA  indicates  that  the  prohibition  is  related  to  incompatible 
standards  and  not  to  regulations  prohibiting  such  a  connection.  KTA 
indicates  that  the  connection  of  a  PABX  to  a  private  leased  circuit  will 
be  permitted  with  the  introduction  of  ISDN. 

•  Discussions  with  KTA  indicate  that  the  encryption  of  data  is  permitted, 
but  only  with  specific  permission.  However,  KTA  is  reluctant  to 
indicate  conditions  under  which  permission  would  be  granted. 

•  Customers  are  not  permitted  to  provide  their  own  network  management 
services.  KTA  must  provide  network  management  services,  and  any 
customer-required  network  management  equipment  must  be  placed  on 
KTA  premises. 

5.  User  Needs  and  Requirements 

User  needs  and  requirements  in  Korea  center  around  two  key  themes. 

•  Users  believe  that  to  meet  their  corporate  needs,  there  must  be  greater 
flexibility  on  the  part  of  local  authorities  in  the  use  of  telecommunica- 
tions equipment,  particularly  modems,  multiplexers,  etc. 

-  Users  are  generally  concerned  about  the  continued  insistence  on  the 
use  of  local  products. 

-  One  user  characterized  Korea  as  the  Brazil  of  the  Far  East.  Another 
indicated  that  Korea  had  overtaken  Japan  in  its  attitude  toward  the 
use  of  foreign  equipment. 

•  Users  are  universally  concerned  with  the  division  of  responsibility 
between  KTA  and  DACOM,  particularly  as  it  relates  to  leased  circuit 
services.  Users  indicated  that  a  less  cumbersome  approach  is  needed. 


Influenced  by  a  generally  slow  economy,  the  national  telecommunica- 
tions infrastructure  has  suffered  since  there  have  been  a  general  lack  of 
funds  available  for  development. 

Considered  generally  poor  by  users,  the  service  environment  is  not 
expected  to  change  significantly  over  the  next  several  years.  The  one 
exception  is  the  development  of  public  data  network  services. 
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2.  Economic  and  Political  Setting 

Malaysia  is  characterized  by  some  as  a  society  in  transition,  and  recogni- 
tion of  the  growing  urbanization  is  placing  strains  on  a  society  that  has 
typically  considered  itself  predominantly  rural.  Contributing  to  the 
strains  are  a  growing  number  of  factions  that  are  seeking  to  gain  a  greater 
voice  in  government  affairs. 

A  root  cause  for  much  of  the  strain  and  the  growing  number  of  factions  is 
an  imbalance  between  groups  that  hold  the  political  power  (Malaysians) 
and  those  that  hold  the  majority  of  the  economic  power  (Chinese). 

The  imbalance  resulted,  in  1969,  in  the  implementation  of  the  New 
Economic  Plan,  which  stated  that  at  least  30%  of  positions  had  to  be 
filled  by  Malaysians.  (Prior  to  the  plan,  the  estimated  35%  of  the  popu- 
lation that  was  Chinese  held  the  majority  of  the  economic  power.  The 
55%  of  the  population  that  was  Malaysian  held  a  minor  part  of  the 
economic  wealth.)  The  plan  kindled  an  undercurrent  of  racial  unrest  that 
has  yet  to  be  resolved. 

Natipnal  elections  in  1987  rekindled  some  of  the  social  unrest  as  more 
than  100  'dissidents'  were  jailed  for  'subversive  activities'  under  a 
government  law  permitting  'detention  without  trial'.  In  addition,  rulings 
that  require  Muslim  prayers  (the  predominate  religion)  to  be  said  each 
day,  even  in  Chinese  schools,  sparked  increased  fears  that  the  plan  would 
be  reinforced. 

Overall,  the  socio-political  environment  in  Malaysia  is  fragile.  The 
government's  policies  to  encourage  greater  participation  by  Malaysians 
in  the  economic  infrastructure  are  progressing,  but  have  met  with  less 
success  than  the  government  would  like.  At  the  same  time,  those  holding 
the  economic  power  have  been  resistant  to  give  up  much  of  what  they 
have  achieved. 

The  ultimate  outcome  remains  to  be  seen,  but  some  observers  indicate 
that  social  unrest  looms  just  below  the  surface  and  that  only  a  small 
spark  would  be  needed  to  set  off  major  unrest. 

Economically,  Malaysia  enjoyed  a  mild  recovery  in  1987  after  two  years 
of  recession.  The  country  achieved  a  2%  real  growth  rate  in  GDP, 
sparked  predominantly  by  increased  exports.  However,  underachieve- 
ment  of  the  manufacturing  sector,  with  the  exception  of  electronics,  and 
the  high  reliance  on  government  employment  continues  to  be  a  drag  on 
economic  development. 

Among  the  key  problem  areas  are  automobile  and  steel  industries  that 
have  languished  far  behind  expectation.  An  automobile  assembly  plant 
that  was  to  be  a  cornerstone  of  new  industrial  development  was  able  to 
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sell  only  20,000  cars  from  a  plant  that  was  designed  to  build  120,000.  . 
Likewise,  a  steel  facility  built  in  conjunction  with  Nippon  Steel  Corp. 
was  closed  down  for  failing  to  meet  performance  specifications. 

However,  there  are  indications  of  a  number  of  major  changes  in  the 
industrial  sector.  The  govemment  is  holding  steadfastly  to  a  policy  of 
gradual  withdrawal  from  direct  participation  in  industry.  In  addition,  the 
govemment  is  searching  for  ways  to  reduce  the  government's  employ- 
ment level,  currently  standing  at  20%. 

Although  the  future  is  generally  considered  to  be  tenuous,  observers 
indicate  that  a  number  of  the  new  directions  could  bode  well  for  the 
future  of  the  country's  economy. 

3.  Telecommunications  Services  and  Plans 
a.  Voice  Services 

The  overall  infrastructure  for  voice  services  in  Malaysia  is  weak,  and 
dramatic  changes  are  not  expected  to  change  in  the  near  term. 

Users  in  the  primary  commercial  areas  such  as  Kuala  Lumpur  and  Pe- 
nang  report  diat  local  service  is  acceptable  and  that  international  service 
is  generally  acceptable.  However,  all  note  that  national  service  is  gener- 
ally poor. 

The  infrastructure  is  analog  and,  though  major  work  has  begun  to  convert 
to  digital  networks,  major  changes  will  most  likely  not  be  seen  for  several 
years. 

There  are  a  number  of  changes  either  being  made  or  planned  that  indicate 
the  direction  that  STN  is  taking  to  improve  the  overall  level  of  service  in 
Malaysia. 

•  As  of  the  end  of  1988,  IDD  services  have  been  expanded  from  1 15  to 
165  countries  throughout  the  world.  With  this  expansion,  IDD  service 
is  now  available  to  the  majority  of  the  countries  of  the  world. 

•  STN  has  awarded  contracts  to  upgrade  the  national  system  from  analog 
to  digital.  Its  current  plan  is  to  convert  an  estimated  80%  of  the  na- 
tional network  to  digital  by  1992. 

•  STN  has  awarded  a  contract  for  the  implementation  of  a  nationwide 
customer  service  system.  When  implemented,  the  system  will  provide 
significantly  expanded  capability  to  monitor  the  progress  of  installa- 
tions and  repairs  and  permit  an  expanded  capability  to  understand  the 
installed  base. 
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One  area  of  development  that  has  proven  to  be  of  commercial  value  for 
STN  is  its  customer  billing  systems. 

•  STN  does  not  actively  promote  its  detail  billing  services  in  Malaysia 
and  charges  for  the  service.  It  currentiy  charges  M$1.00  for  each 
detailed  residential  bill  and  M$2.00  for  each  detailed  business  bill.  Its 
standard  monthly  bill  is  a  summary  only  and  is  provided  at  no  charge. 

•  STN  currently  has  an  agreement  with  Northem  Telecom  to  market  its 
detail  billing  system  to  carriers  in  other  countries. 

As  in  many  countries  in  Asia,  cellular  service  is  growing  rapidly.  Since 
introduction  of  cellular  service,  growth  has  been  steady  and  is  expected 
to  continue. 

•  STN  estimates  that  the  backlog  of  request  for  cellular  service  is  ap- 
proximately 20,000.  They  admit  to  difficulty  in  keeping  up  with  the 
demand  and  are  concemed  that  rapid  approval  of  pending  applications 
could  overload  the  system. 

•  One  of  the  key  reasons  for  use  of  cellular  services  is  the  ability  to 
bypass  the  existing  network.  Users  indicate  that  they  would  like  to  see 
service  become  national  in  scope.  STN  does  not  consider  this  to  be  a 
high  priority. 

•  STN  estimates  that  the  growth  rate  for  cellular  services  is  approxi- 
mately 25%  per  year  for  at  least  the  next  several  years  (Exhibit  VI-33). 
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b.  Text  Services 

Text  services  generally  center  around  the  use  of  telex  and  facsimile. 
Telex  services  are  well  developed  and  not  expected  to  grow  significantly. 

•  There  are  currently  an  estimated  12,000  telex  units  in  Malaysia.  The 
growth  rate  for  the  next  several  years  is  expected  to  not  exceed  approxi- 
mately 2%  per  year. 

•  Facsimile  services,  which  have  begun  to  replace  telex,  are  expected  go 
grow  at  an  annual  rate  of  approximately  10%  for  the  next  several  years. 

The  generally  low  level  of  growth  in  text  services  can  be  attributed  to  two 
primary  reasons. 

•  The  national  network  is  not  sufficientiy  well  developed  to  be  able  to 
support  sophisticated  text  services. 

•  The  national  economy  is  not  growing  at  a  rate  that  will  stimulate  the 
growth  of  text  services. 

c.  Leased  Circuit  Services 

The  development  of  leased  circuit  services  have  traditionally  not  been  a 
high  priority  in  the  development  of  national  resources.  However  STN 
indicates  that  this  is  beginning  to  change. 

•  STN  has  recentiy  made  a  significant  investment  in  the  development  of 
a  Fiber  Link  between  East  and  West  Malaysia. 

•  STN  has  begun  to  make  investments  in  the  development  of  regionwide 
services  to  better  integrate  Malaysia  with  the  rest  of  Southeast  Asia. 
They  are  beginning  to  make  investments  in  a  number  of  fiber  cables 
that  will  link  Southeast  Asia  countries. 

As  an  indication  of  increased  focus  on  the  development  of  leased  circuit 
services,  STN  has  recently  begun  the  marketing  of  IBS  services.  While 
the  lead  time  for  service  is  currently  estimated  to  be  one  year,  this  is 
expected  to  change  over  the  next  couple  of  years  as  the  demand  for 
service  increases. 

In  addition,  there  are  indications  that  the  regulatory  environment  may  be 
changing. 

•  STN  indicates  that  user-defined  (virtual)  networks  are  a  service  that  it 
believes  is  important.  It  indicates  that  while  users  need  to  obtain 
approval  for  the  software  used,  the  users  will  increasingly  be  able  to 
define  the  structure  of  their  own  networks. 
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•  STN  indicates  that,  with  the  introduction  of  IBS  services,  the  sharing 
of  networks  may  be  looked  upon  more  favorably.  It  recognizes  that 
users  need  to  make  maximum  use  of  wideband  circuits.  Resale  of  the 
circuits  will  not  be  permitted. 

d.  Public  DataA^alue-Added  Network  Services 

The  development  of  public  data/value-added  network  services  is  a  high 
priority,  as  it  is  in  many  countries.  STN  indicates  that  it  expects  users  to 
focus  increasingly  on  value-added  services  over  the  next  few  years. 

STN  currently  has  service  agreements  with  GTE  and  GEIS  for  the  devel- 
opment and  provision  of  intemational  value-added  services.  STN  plan  to 
introduce  a  number  of  services  in  1989. 


•  E-mail 

•  Circuit  Switch 

•  '800' Service 

As  part  of  the  '800'  service,  users  will  be  able  to  access  the  national 
network  through  an  800  (WATS)-type  of  service. 

Over  the  next  several  years,  STN  expects  to  triple  the  capacity  of  its 
national  network.  It  expects  the  annual  growth  rate  to  be  approximately 
20%  per  year  (Exhibit  VI- 34). 
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e.  ISDN  Services 

ISDN  services  are  not  currently  a  high  priority  in  Malaysia  and  are  not 
expected  to  be  for  the  next  several  years. 

The  national  infrastructure  will  not  currently  support  ISDN  services,  and 
STN  indicates  that  it  has  not  placed  effort  into  identifying  specific  serv- 
ices that  could  be  of  user  value. 


4.  National  Telecommunications  Issues 

In  Malaysia,  as  in  many  lesser  developed  countries,  key  national  issues 
center  around  the  allocation  of  national  investments. 

To  date,  the  focus  of  national  telecommunications  investments  have  been 
the  development  of  a  national  infrastructure.  STN  indicates  this  will 
continue  to  be  the  national  priority. 

Other  national  telecommunications  issues  center  around  the  relationship 
of  STN  to  foreign  providers. 

STN  indicates  that  it  is  interested  in  developing  relationships  with  foreign 
providers,  but  only  with  those  that  can  provide  products  and  services  with 
greater  value  than  the  products/services  of  existing  organizations. 

STN  believes  that,  in  the  next  few  years,  increased  emphasis  will  be 
placed  on  development,  more  services  will  become  available,  and  in- 
creased emphasis  will  be  placed  on  marketing  of  services. 

5.  User  Needs  and  Requirements 

User  needs  and  requirements  continue  to  center  on  the  lack  of  a  basic 
infrastructure.  Three  areas  are  most  commonly  noted. 

•  Users  are  dissatisfied  with  the  overall  quality  of  services. 

•  Users  are  dissatisfied  with  the  generally  long  lead  times  necessary  to 
obtain  basic  services,  particularly  leased  circuits. 

•  Users  are  increasingly  concerned  with  the  lack  of  value-added  services. 

With  one  exception,  user  concerns  are  not  expected  to  decline  signifi- 
cantly over  the  next  two  to  three  years.  The  exception  is  in  the  number  of 
value-added  services. 

•  An  increased  number  of  value-added  services  are  expected  over  the 
next  two  to  three  years. 
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•  Users  should  expect  to  experience  increased  focus  on  the  use  of  public 
data  networks,  as  an  alternative  to  leased  circuits. 

Overall,  there  will  be  few  changes.  However,  users  requiring  lower 
speed  data  services  will  increasingly  find  their  needs  met  through  public 
network  services,  as  this  area  receives  increased  emphasis. 


New  Zealand  1.  Introduction 

If  the  changes  that  have  taken  place  recentiy  in  New  Zealand  are  an 
indication  of  the  future.  New  Zealand  could  become  one  of  the  most 
liberal  operating  environments  in  the  Pacific  area. 

Long  a  proponent  of  tight  regulations,  New  Zealand  has  passed  recent 
deregulation  legislation  that  has  resulted  in  a  dramatic  turn  in  the  oppo- 
site direction.  Whether  this  will  continue  is  highly  dependent  on  the 
economy  of  the  country.  However,  the  changes  that  have  already  taken 
place  should  have  an  impact  that  will  be  felt  for  years  to  come. 

2;  Economic  and  Political  Setting 

New  Zealand  has  long  been  considered  a  bastion  of  social  security; 
however,  a  number  of  changes  have  taken  place  over  the  past  few  years 
that  signal  significant  changes  in  the  country's  focus  and  direction. 

A  key  indicator  is  the  recent  re-election  of  the  Labour  party,  the  first  time 
that  a  labour  government  has  been  re-elected  since  1946.  With  their  re- 
election, the  party  has  charted  a  course  of  emphasis  on  social  responsibil- 
ity and  a  return  to 'fundamentals'. 

Among  the  fundamentals  that  are  being  put  in  place  is  a  shift  in  govern- 
ment entities  to  'arm's  length'  corporations  to  permit  a  greater  role  by 
the  private  sector. 

Among  the  changes  that  have  already  taken  place  is  the  establishment  of 
the  national  bank  (Bank  of  New  Zealand),  the  national  petroleum  corpo- 
ration, and  the  Post  Office,  which  included  domestic  and  international 
telecommunications,  as  government  corporations. 

As  corporate  structures,  shares  of  the  organizations  have  been  sold  to  the 
public  and  are  operated  as  an  independent  businesses.  Each  corporation 
has  an  independent  board  of  directors  and  the  government  operates  as  an 
oversite  body,  with  participation  on  the  boards. 

The  changes  being  proposed  and  implemented  are  not  being  met  with 
complete  enthusiasm  by  all  factions  of  the  government.  The  party  rank 
and  file  is  concerned  about  the  true  impact  on  the  average  worker.  As  a 


128 


©  1988  by  INPUT.  Reproduction  Prohibited. 


WTEL 


ASIA/PACIFIC  TELECOMMUNICATIONS  SERVICE  TRENDS.  1988-1993 


INPUT 


consequence,  the  party  has  seen  a  need  to  demonstrate  positive  results 
quickly. 

To  date,  the  results  have  been  generally  positive,  but  with  a  generally 
depressed  economy,  the  govemment  has  had  to  be  satisfied  with  only 
modest  gains  in  the  short  term. 

The  economy  of  New  Zealand  has  been  generally  depressed  since  the 
mid  1970s,  which  saw  the  last  price  boom  for  economies  based  on  pas- 
toral and  agricultural  products. 

Heavy  emphasis  on  unprocessed  and  little-processed  products  have 
resulted  on  a  national  economic  burden  to  support  a  heavily  welfare- 
oriented  country.  As  a  result,  the  country  has  experienced  a  growing 
deficit  and  unemployment  that  has  remained  at  10%  for  the  past  four  to 
five  years. 

While  the  initial  signs  are  modest,  changes  in  the  govemment  policies 
appear  to  be  having  a  positive  effect.  Unemployment  has  been  reduced 
to  around  7%  and  is  expected  to  be  further  reduced  marginally  in  the  near 
term. 

Among  the  changes  has  been  a  reduction  in  the  personal  income  tax  and 
the  implementation  of  a  value-added  tax,  designed  to  shift  tax  burden  to 
consumption.  In  addition,  corporate  tax  rates  have  been  increased  to 
ensure  that  organizations  assume  a  greater  part  of  the  national  tax  burden. 

While  the  longer  term  results  will  not  be  known  for  several  years,  the  key 
indicators  suggest  that  the  changes  will  contribute  significantiy  to  a 
revitalization  of  New  Zealand's  economy. 

The  changes  are  also  having  a  positive  impact  on  the  telecommunications 
industry. 

3.  Telecommunications  Services  and  Plans 

Until  recentiy,  the  telecommunications  service  environment  was  gener- 
ally characterized  as  being  of  reasonable  quality  but  lacking  in  services  of 
aggressive  development.  Generally,  the  industry  has  been  like  the  coun- 
try as  a  whole — sleepy  and  not  interested  in  development.  With  the 
passing  of  the  recent  deregulation  legislation,  this  has  changed  signifi- 
cantiy. 

a.  Voice  Services 

Voice  services  in  New  Zealand  have  generally  been  considered  of  rea- 
sonably good  quality,  but  the  country  has  grown  as  far  as  possible  on  its 
own  momentum.  As  a  result,  the  growth  in  national  voice  services  has 
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been  only  minimal  over  the  past  several  years.  This  is  not  expected  to 
change  over  the  next  several  years. 

However,  the  growth  of  international  voice  services  has  been  significant, 
and  the  rate  of  growth  is  expected  to  continue  for  the  next  several  years« 
From  last  year  to  this  year,  the  rate  of  growth  for  intemational  services 
has  been  55%. 

Telecom,  the  privatized  replacement  for  the  New  Zealand  Post  Office, 
expects  the  rate  of  growth  for  intemational  telephone  services  to  be  a 
minimal  3%  to  5%  per  year. 

However,  Telecom  anticipates  that  the  use  of  facsimile  will  grow  at  a 
rate  approaching  100%  for  the  next  several  years,  driving  the  overall 
volume  of  voice  traffic  considerably  higher. 

Cellular  service  is  a  temporarily  bright  spot  in  the  area  of  voice  services. 
Cellular  service  was  introduced  one  year  ago,  and  there  are  currently  an 
estimated  2,500  customers  and  more  on  the  waiting  list. 

However,  Telecom  estimates  that  the  total  market  is  no  greater  than 
50,000  units,  and  that  the  market  will  be  saturated  within  8  to  10  years. 

As  part  of  their  plans  to  develop  the  telecommunications  environment, 
Telecoms  is  making  a  number  of  changes  within  the  near  future. 

•  It  is  planning  on  introducing  an  intemational  '800'  service.  It  expects 
the  service  to  be  available  in  1989. 

•  The  equipment  market  is  opening.  As  of  April  1989,  the  provision  of 
equipment  will  become,  essentially,  totally  deregulated. 

•  As  of  April  1989,  the  use  of  telephone  equipment  will  become  totally 
deregulated. 

b«  Text  Services 

Within  New  Zealand,  telex  has  traditionally  been  a  minor  part  of  the 
service  base.  With  the  majority  of  the  population  concentrated  in  only 
two  or  three  areas,  there  has  been  little  need  for  a  large  national  network, 
and  intemational  business  has  not  played  significantly  in  the  national 
economy. 

Telex  services  that  have  been  in  use  are  being  replaced  by  facsimile 
service.  Facsimile  service  is  expected  to  grow  at  a  rate  estimated  to  be 
100%  per  year  for  the  next  several  years. 
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c.  Leased  Circuit  Services 

Like  text  services,  leased  circuit  services  have  traditionally  been  a  small 
part  of  the  service  base.  However,  this  could  change  over  the  next  sev- 
eral years. 

Telecom  is  currently  participating  in  a  number  of  international  develop- 
ment projects  that  will  significantly  increase  international  capacity.  Key 
projects  include  the  following: 

•  Along  with  OTC  (Australia),  Telecom  is  a  prime  investor  in  the  Tas- 
man  2  fiber  optic  cable  linking  New  Zealand  and  Australia. 

•  Along  with  a  number  of  investors,  Telecom  is  participating  in  the 
development  of  a  fiber  cable  between  New  Zealand  and  Hawaii.  With 
the  implementation  of  this  cable.  New  Zealand  will  have  direct  linkage 
with  the  U.S.  Previously,  most  services  had  to  run  through  Australia. 

•  Telecom  is  evaluating  an  agreement  with  Teleglobe  (Canada)  for  the 
provisioning  of  a  satellite  that  will  serve  New  Zealand  and  Australia. 
This  type  of  capability  will  significantly  expand  the  communications 
capabilities  between  die  two  countries. 

In  addition  to  the  developments  taking  place,  deregulation  will  have  a 
dramatic  impact  on  the  use  of  leased  circuit  services  in  New  Zealand. 

•  As  of  April  1989,  the  use  of  leased  circuits  will  be  totally  deregulated. 

•  With  deregulation,  organizations  will  be  able  to  use  leased  circuits  in 
any  manner  that  suits  them,  including  the  unrestricted  sharing  of  cir- 
cuits. 

Overall,  growth  of  leased  circuit  services  is  expected  to  grow  at  an 
estimated  25%  per  year  for  the  next  several  years. 

At  the  present  time,  wideband  services  are  important  but  not  a  high 
priority.  There  is  currentiy  too  small  an  industrial  base  to  warrant  signifi- 
cant development  of  extensive  wideband  capability. 

d.  Public  Data/Value-Added  Network  Services 

As  in  most  countries  in  the  region,  public  network  services  are  key  on  the 
list  of  priorities  of  Telecom. 

While  promotion  of  the  services  has  not  been  extensive  in  the  past, 
Telecom  expects  to  begin  an  aggressive  marketing  campaign  in  the 
second  quarter  of  1989. 
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Two  areas  that  are  key  to  the  development  of  public  network  services  are 
E-mail  and  transaction  services. 

•  Telecom  currently  uses  the  Dialcom  system  and  expects  significant 
growth  in  E-mail  services. 

•  There  are  currently  projects  underway  to  develop  and  test  transaction- 
based  services  for  the  financial  services  community.  Telecom  believes 
that  the  financial  services  community  should  be  a  key  user  of  public 
network  services. 

In  addition  to  the  services  under  development,  Telecom  plans  to  use 
public  network  services  for  Videotex  and  alarm  and  transport  services. 

An  additional  public  network  service  that  is  currently  being  tested  by  a 
number  of  firms  is  EDI.  While  currently  being  used  in  a  'test'  environ- 
ment, Telecom  expects  EDI  to  be  a  key  contributor  to  the  development 
of  network  services  in  the  years  to  come. 

Telecom  believes  that  X.400  will  be  a  key  standard  for  the  development 
of  public  network  services  and  plans  implementation  early  in  1989. 

Overall,  public  data/value-added  network  services  are  expected  to  grow 
at  an  estimated  25%  to  30%  per  year. 

e.  ISDN  Services 

ISDN  is  considered  important  but  is  not  high  on  the  list  of  priorities  for 
development. 

•  Telecom  indicates  that  identifying  specific  services  is  difficult  and  will 
take  time. 

•  Current  plans  provide  for  the  introduction  of  ISDN  services  within 
approximately  three  years.  However,  this  could  slip  if  specific  services 
are  not  identified. 

4.  National  Telecommunications  Issues 

The  key  issue  in  New  Zealand  is  the  progress  of  privatization  and  de- 
regulation. There  has  been  some  resistance  on  the  part  of  the  unions  to 
become  too  privatized  too  quickly,  but  the  process  has  progressed  rapidly 
to  date. 

A  'fully  open'  market  is  projected  by  Telecom  for  the  second  quarter  of 
1989.  The  deregulation  law  comes  into  full  effect  in  April  1989. 
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5.  User  Needs  and  Requirements 

Users  are  enthusiastic  about  the  progress  of  deregulation  and  believe  that 
it  will  help  stimulate  the  development  of  services  and  the  country  as  a 
whole. 

Their  primary  concerns  are  whether  the  process  will  continue.  Most 
agree  that  time  will  be  needed  to  see  if  progress  continues  or  there  is  a 
reversal  in  the  trend. 


The  Philippines  1.  Introduction 

Among  the  countries  in  the  Asia/Pacific  area,  the  Philippines  remains  an 
enigma.  As  a  result  of  U.S.  development  following  WWII,  the  Philip- 
pines had  one  of  the  more  comprehensive  infrastructures  in  the  region. 
However,  following  years  of  neglect,  the  quahty  of  services  is  reported 
by  users  to  be  among  the  worst.  Recent  economic  and  political  advances 
may  begin  to  change  this  situation. 

2.  Economic  and  Political  Setting 

From  its  discovery  in  1521  to  its  independence  in  1946,  the  Philippines 
have  been  ruled  successively  by  the  Spanish  and  the  Americans.  Follow- 
ing the  establishment  of  an  American-style  constitution,  national  devel- 
opment progressed  until  the  mid-1960s  when  communist  insurgency 
prompted  President  Marcos  to  declare  martial  law  in  1972. 

Between  1972  and  1985,  national  development  stagnated  with  little  done 
to  either  develop  or  maintain  the  national  (or  telecommunications)  infra- 
structure. With  the  installation  of  a  new  president  in  1985,  the  beginning 
of  an  economic  tumaround  has  been  seen. 

Economic  tumaround  has  been  particularly  pronounced  since  the  third 
quarter  of  1986.  Since  then,  the  country  has  seen  the  stabilization  of 
domestic  prices,  interest  rates,  and  exchange  rates.  Recognizing  the  need 
to  attract  individuals  and  capital  to  the  country.  President  Aquino  began 
granting  incentives  to  foreign  investments  in  tourist-related  projects  and 
tourist  establishments. 

Also  recognizing  the  importance  of  transportation  and  communications  to 
the  economic  development,  Aquino  allocated  significant  additional  public 
funds  for  development  of  this  area  of  the  economy  (Exhibit  VI-35).  Of 
the  national  expenditures  made  for  economic  development,  transportation 
and  communications  rated  the  highest  funding  of  all  sectors  (Exhibits  VI- 
36  and  VI-37). 
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EXHIBIT  VI-35 


PHILIPPINES 
NATIONAL  EXPENDITURE  CHANGES 
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EXHIBIT  VI-36 


PHILIPPINES 
NATIONAL  EXPENDITURE 
BY  TYPE,  1986 


Social  Services 
80% 


134 


©1988  by  INPUT.  Reproduction  Prohibited. 


WTEL 


ASIA/PACIFIC  TELECOMMUNICATIONS  SERVICE  TRENDS.  1988-1993 


INPUT 


PHILIPPINES 
ECONOMIC  DEVELOPMENT 
EXPENDITURE 


3.  Telecommunications  Services  and  Plans 
a.  Telecommunications  Organizations 

Dating  from  1928,  telecommunications  services  in  the  Philippines  are 
now  considered  by  users  to  be  among  the  least  satisfactory  in  the  Asia/ 
Pacific  area.  As  indicated  by  a  senior  official  of  a  major  service  provider, 
the  basic  national  infrastructure  is  '30  years  behind'.  There  are  several 
reasons  generally  attributed  to  the  'inadequate'  service  capability. 

•  Political  instability  has  caused  a  diversion  of  both  national  development 
funds  and  focus  into  areas  that  do  not  contribute  to  development. 

•  National  priorities  have  generally  focused  on  exploitation  of  natural 
(and  agricultural)  resources  rather  than  development  of  an  industrial 
base. 

•  Covering  a  geographical  area  that  includes  more  than  7,000  islands,  the 
Philippines  have  one  of  the  most  difficult  areas  in  which  to  develop  and 
maintain  a  national  infrastructure. 
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Dominated  by  the  Philippines  Long  Distance  Telephone  Company 
(PLDT),  there  are  a  number  of  domestic  and  international  service  provid- 
ers. While  PLDT  is  ranked  among  the  top  two  or  three  largest  corpora- 
tions in  the  Philippines,  there  are  a  number  of  firms  that  compete  for 
domestic  and  intemational  services.  Key  service  providers  include  the 
following  (Exhibit  VI-38): 


PHILIPPINES 

KEY  SERVICE  PROVIDERS 

PLDT— Philippines  Long  Distance  Telephone  Company 

Philcom — Philippines  Global  Communications 

RCPI — Radio  Communications  of  the  Philippines 

ETPI— Eastern  Telecommunication  Philippines 

GMCR— Globe-McKay  Cable  and  Radio 

*  Philippines  Long  Distance  Telephone  Company  (PLDT) — Dating  from 
1928,  PLDT  has  primary  responsibility  for  providing  national  tele- 
phone service  to  the  Philippines  Islands.  With  its  key  subsidiary,  the 
Philippines  Telephone  and  Telegraph  Company  (PTT),  PLDT  currently 
holds  an  estimated  90%  to  95%  of  the  market  for  telephone  services. 
PLDT  is  also  responsible  for  providing  national  services  for  the  Philip- 
pines government. 

In  addition  to  its  own  direct  activities,  PLDT  holds  the  majority  or 
significant  shares  in  RCPI  (Radio  Communications  Phihppines  Inc.) 
and  Philcom  (Philippines  Global  Communications). 

•  Philippines  Global  Communications  (Philcom)— Sixty  percent  (60%) 
owned  by  PLDT,  Philcom  provides  nearly  all  types  of  services,  includ- 
ing domestic  and  intemational  telephone,  telex,  and  leased  circuits. 
Among  the  services  provided  by  Philcom  are  full  communications 
services  for  national  and  intemational  conferences  held  in  the  Philip- 
pines. Users  note  that  the  conferences  are  frequendy  govemment- 
sponsored. 
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•  Radio  Communications  of  the  Philippines  (RCPI) — A  domestic  and 
international  provider,  RCPI  provides  telex,  leased  circuit,  radio  broad- 
casting, and  point-to-point  radio  telephone  services. 

•  Eastern  Telecommunications  Philippines  (ETPI) — ETPI  is  a  major 
provider  of  international  telecommunications  services  with  direct  ties  to 
Cable  and  Wireless  (H.K.).  Holding  approximately  50%  of  the  interna- 
tional market,  ETPI  provides  telex,  leased  circuit,  data  base  access,  and 
a  variety  of  broadcast  services  to  meet  the  needs  of  private  and  com- 
mercial users. 

•  Globe-Mackay  Cable  and  Radio  (GMCR) — Providing  a  range  of 
services  for  the  private  and  commercial  users,  GMCR  provides  an 
estimated  35%  of  the  international  facsimile,  telex,  and  E-mail  services 
and  an  estimated  50%  of  the  international  leased  circuit  services. 

b.  Voice  Services 

Telephone  services  in  the  Philippines  are  reported  by  users  to  be  outdated 
and  unreliable.  A  senior  official  with  one  of  the  major  providers  states 
that  the  infrastructure  is  thirty  years  out  of  date.  However,  with  a  stabi- 
lizing economy,  there  are  indications  that  improvements  in  basic  services 
may  begin  to  change  in  the  next  five  years. 

•  As  part  of  a  comprehensive  five-year  development  program  (X-5), 
PLDT  is  committed  to  spending  nearly  U.S. $300  million  to  provide 
additional  basic  services  in  major  areas  and  to  enhance  the  capability  of 
Metro  Manila  with  more  than  70,000  digital  lines. 

•  Recognizing  the  importance  of  quality  telephone  service,  the  govern- 
ment has  asked  PLDT  to  expand  their  investment  in  basic  telephone 
services  from  the  approximate  U.S.$300  million  to  more  than  U.S.$1 
billion. 

•  As  part  of  a  national  plan  to  develop  special  Economic  Development 
Zones,  new  infrastructures  may  be  developed  that  are  independent  of 
the  existing  service  base.  The  infrastructure  of  the  zones  could  include 
standalone  services  that  are  based  on  satellite  and  VSAT  services. 
While  not  integrated  with  the  existing  infrastructure,  the  new  zones 
could  provide  a  new  base  from  which  to  build. 

As  in  many  countries  in  the  Asia/Pacific  area,  cellular  service  is  impor- 
tant to  the  development  of  the  overall  infrastructure.  Key  indicators 
include  the  following. 

•  As  part  of  the  initial  planning,  providers  planned  on  approximately  300 
applications  for  cellular  service.  When  the  service  was  announced, 
more  than  3,000  applications  were  received. 
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There  are  currently  more  than  10,000  applications  pending,  and  fulfill- 
ment has  progressed  slowly  due  to  the  need  to  ensure  sufficient  service 
facilities.  However,  with  the  implementation  of  additional  facilities, 
the  demand  is  expected  to  be  satisfied  and  growth  is  expected  at  ap- 
proximately 20%  per  year  for  the  next  five  years  (Exhibit  VI-39). 
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c.  Text  Services 

As  in  many  of  the  Asia/Pacific  countries,  telex  services  are  well  estab- 
lished and  little  growth  is  expected  in  the  future.  Both  users  and  provid- 
ers project  a  steady  decline  in  the  demand  for  telex  services  as  services 
such  as  E-mail  and  facsimile  become  more  pronounced. 


Telex  services  and  equipment  are  provided  only  by  the  authorized  carri- 
ers. Telex  services  include  the  provision  of  detailed  call  billing  and  the 
providers  permit  the  encryption  of  data  on  a  case-by-case  basis.  Telex 
refile  is  permitted. 


Providers  and  users  generally  project  a  continuing  decline  in  the  volume 
of  telex  data  at  a  rate  of  approximately  2%  per  year.  Considering  the 
projection,  it  is  interesting  to  note  that  providers,  such  as  GMCR,  have 
been  developing  enhanced  telex  services.  GMCR  has  developed  Su- 
pertelex,  Telebox,  and  Ultima  and  the  Compu-Telex  service  that  pro- 
vides an  interface  between  computer  systems  such  as  the  IBM  System 
34,  36  and  38.  All  these  developments  are  intended  to  enhance  the 
versatility  of  domestic  and  international  telex  services. 
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d.  Leased  Circuit  Services 

The  development  of  leased  circuit  services  are  significantly  hampered  by 
the  general  inadequacy  of  the  national  infrastructure.  However,  organiza- 
tions that  have  facilities  in  the  Philippines  indicate  that  leased  circuit 
services  (when  available)  are  of  generally  good  quality.  Key  considera- 
tions include  the  following: 

•  One  multinational  telecommunications  service  organization  (user) 
indicates  that,  once  installed,  its  leased  circuit  services  are  generally 
stable  and  that  outages  are  frequently  caused  by  unstable  power  rather 
than  inteiTuptions  in  the  service  itself. 

•  Providers  indicate  that  emphasis  is  being  placed  on  the  development  of 
high-capacity  services  such  as  IBS. 

•  Providers  indicate  that  leased  circuit  services  will  grow  at  a  rate  of 
approximately  10%  per  year  for  the  next  five  years. 

e.  Public  DataA^alue- Added  Network  Services 

As  in  many  countries,  the  development  of  public  data  (packet  switch) 
network  and  value-added  services  are  key  to  the  development  of  national 
and  intemational  telecommunications  services.  Development  considera- 
tions include  the  following: 

•  The  key  focus  for  network  development  is  electronic  mail.  Significant 
effort  is  being  placed  on  the  development  of  PC-based  applications  to 
ensure  that  the  PC  becomes  the  key  component  of  integration  between 
the  user  and  domestic  and  intemational  networks. 

•  Service  arrangements  currentiy  exist  with  a  number  of  intemational 
providers,  including  WUI  and  ATT  for  the  provision  of  intemational  E- 
mail  services.  Additional  relationships  are  being  considered  and 
agreements  will  be  established  with  organizations  that  can  provide 
significant  added  benefit. 

•  Providers  consider  X.400  important  to  the  development  of  domestic 
and  intemational  services  and  have  a  keen  interest  in  PC-based  X.400 
capabilities.  At  the  present  time.  E-mail  is  the  only  major  service  being 
developed. 

•  Packet  switch  and  value-added  services  are  currentiy  projected  to  grow 
at  a  nominal  rate  of  5%  to  8%.  However,  providers  note  that  little  has 
been  done  to  promote  the  services  to  date.  They  indicate  that  the 
growth  rate  will  be  closer  to  20%  if  the  services  are  promoted.  They 
are  expected  to  begin  promoting  the  services  within  the  next  12  to  18 
months. 


©  1988  by  INPUT.  Reproduction  Prohibited. 


139 


ASIA/PACIFIC  TELECOMMUNICATIONS  SERVICE  TRENDS.  1988-1993 


INPUT 


f.  ISDN  Services 

ISDN  is  considered  to  be  important  to  the  development  of  domestic  and 
international  telecommunications  services.  However,  there  are  a  number 
of  considerations  pertaining  to  the  development  of  ISDN  services. 

•  Providers  indicate  that  Basic  Rate  services  will  not  be  available  for  at 
least  five  years.  They  generally  agree  that  Primary  Rate  services  will 
be  available  on  a  limited  basis  at  the  same  time  that  Basic  Rate  services 
are  introduced. 

•  ISDN  is  considered  an  avenue  to  integration  of  voice  and  data  services. 
However,  providers  were  generally  unable  to  identify  specific  services 
that  would  result  from  the  implementation  of  ISDN  capabilities. 

•  VS  AT  services  are  considered  of  greater  importance  than  ISDN. 

•  Key  providers  were  generally  unable  to  identify  any  specific  ISDN- 
based  services  that  will  be  available  at  the  time  ISDN  is  implemented. 
Integration  capability  is  the  primary  reason  identified  for  implementing 
ISDN. 

g.  Other  Services 

Satellite  services  are  considered  to  be  extremely  important  to  the  devel- 
opment of  telecommunications  in  the  PhiUppines.  Considerations  in- 
clude the  following: 

•  VS  AT  services  are  being  considered  as  the  primary  method  of  linking 
Economic  Development  Zones  to  both  domestic  and  international 
services.  Using  VSAT,  organizations  located  in  the  Zones  will  have 
the  ability  to  connect  directly  to  international  services,  bypassing  the 
national  infrastructure. 

•  Direct  Broadcast  Satellite  services  utilizing  VSAT  are  considered 
important  to  the  development  of  educational  and  communications 
services  to  many  of  the  less-accessible  islands. 

•  Satellite  services  are  seen  as  the  key  element  for  the  introduction 
wideband  analog  and  digital  services  throughout  the  country. 

4.  National  Telecommunications  Issues 

The  Philippines  face  a  number  of  issues  over  the  coming  years.  A  key 
issue  is  the  number  of  organizations  that  provide  services. 

•  To  date,  users  indicate  that  the  number  of  organizations  competing  to 
provide  a  limited  number  of  services  is  causing  a  fragmentation  of 
resources,  resulting  in  a  less  than  adequate  level  of  service. 
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•  Recently,  questions  have  begun  to  emerge  regarding  whether  the 
government  should,  in  an  effort  to  ensure  higher  quality  of  services, 
limit  the  number  of  organizations  providing  service.  While  no  changes 
are  expected  within  the  near  term,  the  number  of  organizations  is 
expected  to  continue  to  cause  problems. 

In  addition  to  issues  relating  to  the  number  and  structure  of  service 
providers,  there  are  a  number  of  other  issues  facing  the  Philippines  over 
the  next  several  years. 

•  Unlike  a  number  of  other  countries  that  are  beginning  to  consider 
changes  to  their  basic  policies,  the  Philippines  is  expected  to  continue 
their  policy  of  limiting  leased  circuit  services  to  a  single  organization. 
However,  it  should  be  noted  that  circuits  can  be  shared  with  organiza- 
tional entities  in  which  a  company  has  as  little  as  a  5%  interest. 

•  Standards  will  continue  to  be  directiy  in  line  with  CCITT  standards. 
International  standards  and  guidelines  are  used  as  the  primary  guideline 
to  ensure  compatibility. 

•  Currentiy,  there  are  few  restrictions  on  the  amount  or  type  of  data 
transmitted  within  the  country  or  internationally.  Providers  indicate 
that  neither  data  nor  privacy  protection  regulations  are  of  significant 
importance  in  their  policies.  Users  do  not  indicate  any  significant 
changes  in  the  existing  regulations. 

•  Issues  relating  to  international  trade  policies  do  not  appear  to  be  signifi- 
cant issues  in  the  Philippines.  Currently,  the  country  is  most  interested 
in  policies  that  will  promote  the  development  and  use  of  telecommuni- 
cations, and  there  is  littie  indication  of  policies  that  could  inhibit  the 
expansion  of  services. 

5.  User  Needs  and  Requirements 

As  in  other  countries  in  Asia/Pacific,  users'  primary  requirements  are  for 
an  infrastructure  that  provides  reHable,  basic  services. 

The  Philippines  is  slow  to  change,  but  if  the  economic  and  political 
environment  continue  to  stabilize,  the  possibility  for  growth  is  evident. 

However,  lacking  stability  and  some  investment,  over  the  next  several 
years  the  prospect  for  significant  growth  is  questionable. 
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Singapore  1.  Introduction 

With  a  high  degree  of  political  stability  and  one  of  the  more  impressive 
technical  infrastructures  in  the  Far  East,  Singapore  is  frequentiy  consid- 
ered an  alternative  to  Hong  Kong  as  a  telecommunications  center. 

Generally  noted  for  good  quality  communications,  the  country  has  taken 
a  number  of  recent  steps  that  could  improve  the  overall  environment  and 
place  the  local  authority  in  direct  competition  with  other  major  providers. 

2e  Economic  and  Political  Setting 

Although  the  Republic  of  Singapore  is  noted  for  order  and  cleanliness, 
the  political  environment  could  begin  to  change  over  the  next  several 

;■,  .C-  years. 

With  the  basic  requirements  of  'nation  building'  behind  them  and  more 
than  80%  of  the  citizens  owning  their  own  homes,  many  of  the  younger 
generation  are  chaffing  at  the  bit  to  realize  the  fruits  of  their  labor. 

However,  staunchly  anti-communist  Prime  Minister  Lee  Kuan  Yew  has 
been  reluctant  to  allow  more  than  very  gradual  increases  in  authority  to 
elected  representatives.  The  recent  use  of  a  law  that  permits  'detention 
without  trial'  on  22  legal  and  business  professionals  espousing  a  Marxist 
plot  to  subvert  the  government  can  only  slow  the  process.  Recent  circu- 
lation restrictions  for  the  Asian  Wall  Street  Journal  further  indicate  the 
government's  need  to  maintain  a  tight  central  control. 

While  Mr.  Lee  has  been  searching  for  ways  to  begin  the  power  transition, 
most  observers  believe  that  the  transition  could  be  slow.  Some  have 
concem  that  the  transition  may  cause  some  disruption  in  the  political  and 
economic  process. 

Economically,  the  picture  has  brightened  considerably  in  the  past  year. 
Suffering  from  a  recession  that  lasted  a  short  four  quarters,  the  country  is 
expected  to  register  growth  of  more  than  7%  this  year. 

Key  indicators  of  the  growth  include  the  growth  of  the  manufacturing 
sector  by  32%  in  the  first  half  of  the  year  (1987)  and  the  increase  in 
corporate  earnings  by  25%  over  the  previous  year. 

Telecommunication  products  are  a  growing  contributor  to  export  reve- 
nues. As  of  1987,  telecommunications  apparatus  ranked  third  in  the 
categories  of  commodity  exports,  behind  petroleum  and  crude  rubber. 
However,  this  could  change  over  the  next  several  years. 
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Between  1982  and  1986,  the  value  of  petroleum  product  exports  declined 
by  28%  and  crude  rubber  products  declined  23%.  During  the  same 
period,  the  export  of  telecommunications  apparatus  increased  by  47%. 
The  trend  is  expected  to  continue,  with  manufacturing-related  products 
comprising  a  greater  percentage  of  the  exports. 

However,  even  the  economy  is  not  without  its  problems.  Two  key  areas 
of  difficulty  are  the  construction  industry  and  the  availability  of  qualified 
manpower.  Over  the  past  year,  the  construction  industry  has  contracted 
by  nearly  20%  and  private  sector  construction  starts  are  nearly  nil.  Con- 
struction in  generally  being  supported  by  public  sector  requirements. 

Qualified  manpower  remains  a  problem.  While  the  government  has 
placed  strong  emphasis  on  education,  less  than  half  the  population  have 
secondary  education  degrees.  With  increased  focus  on  the  development 
of  technology-based  industry,  a  highly  qualified  population  is  necessary 
to  ensure  continued  growth. 

3.  Telecommunications  Services  and  Plans 

With  a  comparatively  small  industrial  and  population  base,  Singapore  is 
faced  with  an  increasingly  difficult  problem.  Over  the  past  25  years,  the 
major  focus  of  the  Telecommunications  Authority  of  Singapore  (TAS) 
has  been  on  the  development  of  a  national  infrastructure.  That  is  begin- 
ning to  change. 

Senior  officials  at  TAS  realize  that  they  are  rapidly  approaching  a  point 
where  they  can  no  longer  depend  on  national  development  as  the  source 
for  their  growth.  They  recognize  that  the  domestic  market  for  basic 
services  in  nearing  saturation. 

As  a  result,  as  time  progresses,  they  will  need  to  place  increased  empha- 
sis on  incremental  (value-added)  services  and  begin  to  look  beyond  the 
borders  for  sources  of  business. 

a.  Voice  Services 

Telephone  services  in  Singapore  are  well  developed.  The  country  has  a 
density  of  42.9  telephones  per  100  population,  one  of  the  highest  ratios  in 
the  world. 

National  services  have  not  grown  rapidly  over  the  past  few  years.  How- 
ever, international  services  have  grown  steadily.  TAS  indicates  that  the 
growth  of  international  telephone  services  was  40%  between  1986  and 
1987. 

The  primary  driving  force  for  the  growth  of  the  services  has  been  the 
growing  use  of  facsimile,  which  accounted  for  the  majority  of  the  40% 
increase  in  services. 
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Cellular  service  has  also  grown  steadily.  With  the  initial  demand  satis- 
fied, the  rate  of  growth  is  projected  to  be  approximately  10%  to  15%  per 
year  for  the  next  several  years. 

b.  Text  Services 

Telex  services  are  well  developed  and  the  market  is  believed  to  be  gener- 
ally saturated.  The  growth  rate  for  the  past  year  was  estimated  to  be  only 

As  in  many  countries,  the  volume  of  telex  is  expected  to  decline  over  the 
next  several  years  as  facsimile  becomes  increasingly  important  Telex 
volume  is  expected  to  decline  by  at  least  40%  over  the  next  five  years. 

Facsimile  is  expected  to  continue  to  grow.  For  the  year  between  1986 
and  1987,  growth  was  an  estimated  84%.  TAS  projects  that  facsimile 
use  will  continue  to  grow  at  an  annual  rate  of  approximately  20%. 

c.  Leased  Circuit  Services 

Leased  circuit  services,  also  well  developed,  are  being  driven  by  interna- 
tional demand.  However,  this  could  change  temporarily  as  new  national 
services  become  available. 

Currently,  growth  is  driven  by  international  demand.  For  the  past  year, 
the  growth  of  national  services  was  an  estimated  53%.  The  growth  of 
international  services  was  an  estimated  20. 6%. The  growth  of  interna- 
tional services  is  expected  to  continue  to  grow  at  an  estimated  20%  per 

year. 

One  development  that  could  increase  domestic  demand  in  the  short  term 
is  the  introduction  of  domestic  wideband  (ISDN)  services. 

In  November  1988,  TAS  introduced  a  national  digital  network  that  will 
provide  circuits  at  speeds  2- 8Mbps.  The  digital  network  results  from  the 
completion  of  a  recent  upgrade  to  the  national  network. 

Overall,  the  digital  network  may  increase  domestic  demand  in  the  short 
term  and  while  it  should  contribute  to  higher  quality  services,  it  is  not 
expected  to  have  significant  impact  on  the  overall  service  base. 

d.  Public  Data/Value-Added  Network  Services 

Public  network  services  in  Singapore  have  not  received  significant 
attention.  As  a  result,  growth  has  been  somewhat  nominal.  TAS  indi- 
cates that  this  is  expected  to  change. 
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Over  the  past  year,  TAS's  TELPAC  (remote  data  base  access)  service  has 
grown  in  number  of  connections  at  a  rate  of  approximately  15%. 

During  the  same  period,  TAS's  Datel  service  (dial  access,  packet  net- 
work) grew  at  an  estimated  38%.  While  the  service  does  provide  higher 
speeds,  TAS  has  only  promoted  speeds  up  to  12(X)bps  for  users  that  do 
not  have  sufficient  volume  for  leased  circuits. 

TAS  expects  the  situation  to  change  over  the  next  several  years.  It 
indicates  that  it  expects  significant  growth  in  the  use  of  public  networks 
for  services  such  as  E-mail  (Dialcom)  and  EDI. 

TAS  is  not  able  to  predict  growth  in  value-added  services,  since  these  are 
provided  by  commercial  vendors. 

e.  ISDN  Services 

As  in  many  countries,  ISDN  in  Singapore  remains  an  enigma.  TAS 
believes  that  there  is  potential  for  new  services  but  is  not  able  to  identify 
any  marketable  services.  Its  key  focus  is  to  provide  the  basic  capacity  (2- 
8Mbps)  and  wait  for  users  to  identify  services  that  are  needed. 

4.  National  Telecommunications  Issues 

The  key  issue  facing  TAS  is  the  establishment  of  new  directions,  recog- 
nizing that  the  national  market  is  becoming  saturated. 

To  address  the  situation,  TAS  recently  established  a  separate  subsidiary 
to  participate  in  international  development  projects.  It  plans  to  utilize  its 
well-educated  staff  as  a  resource  base  to  compete  for  development  proj- 
ects in  countries  throughout  the  world. 


5.  User  Needs  and  Requirements 

Key  user  issues  in  Singapore  have  changed  little  over  the  past  several 
years.  While  there  are  few  complaints  over  the  quality  of  service,  users 
continue  to  voice  concerns  over  what  they  believe  to  be  high  cost  of 
service  and  a  general  inflexibility  in  TAS 's  policies  and  procedures. 

Policies  may  liberalize  over  the  next  few  years  as  TAS  increasingly 
acknowledges  the  need  to  be  user-responsive  to  increase  the  use  of  the 
installed  base.  However,  any  changes  will  be  slow  in  coming. 
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Thailand  1.  Introduction 

A  country  with  limited  industrial  base  and  highly  underdeveloped  tele- 
communications infrastructure,  Thailand  is  faced  with  the  prospect  of  a 
continual  decline  in  overall  capability  unless  steps  are  taken  to  correct  a 
difficult  situation. 

Of  particular  importance  is  the  apparent  lack  of  development  by  the 
Telecommunications  Authority  of  Thailand  (TOT),  which  has  responsi- 
bility for  national  telephone  services  and  consequentiy,  the  basic  infra- 
structure. 

Characterized  as  inefficient  and  bureaucratic,  the  TOT  has  made  little 
progress  over  the  past  few  years  towards  developing  an  installed  base. 
There  have  been  continuous  delays  in  development  plans,  with  five-year 
plans  going  relatively  unaccomplished. 

Whether  and  when  this  will  change  is  open  to  question.  There  are  indi- 
cations that  the  government  is  becoming  increasingly  dissatisfied  with 
the  TOT*s  performance?.  A  change  could  provide  needed  stimulus. 

2.  Economic  and  Political  Setting 

Strongly  dominated  by  the  military,  the  govemment  of  Thailand  is  one  of 
the  few  countries  in  Asia  that  has  not  been  under  colonial  rule. 

Generally  stable,  the  govemment  leadership  has  been  considering  consti- 
tutional amendments  that  would  separate  the  powers  of  the  legislative 
and  executive  branches,  intending  that  elected  Ministers  would  have  sole 
responsibility  for  enacting  laws.  An  additional  purpose  of  the  change 
would  be  to  set  the  stage  for  direct  election  of  the  Prime  Minister. 

However,  undertones  of  dissent  in  the  govenmient  and  among  the  mili- 
tary suggest  that  these  changes  will  not  come  about  quickly.  The  mili- 
tary is  becoming  more  restive  and  wants  to  have  a  more  active  role  in  the 
govemment  process. 

While  the  country's  govemment  is  expected  to  remain  relatively  stable, 
observers  suggest  that  'tme'  democracy  will  not  arrive  on  the  scene  for 
several  years  to  come — if  at  all.  While  the  govemment  has  been  able  to 
withstand  military-initiated  coup  attempts  in  1981  and  1985,  there  are 
indications  that  additional  attempts  could  be  forthcoming.  The  govem- 
ment is  not  expected  to  loosen  the  controls  until  it  can  be  certain  that 
actions  will  not  be  overtumed  by  a  zealous  military. 


146 


©  1988  by  INPUT.  Reproduction  Prohiblfod. 


WTEL 


ASIA/PACIFIC  TELECOMMUNICATIONS  SERVICE  TRENDS,  1988-1993 


INPUT 


Economically,  the  country  has  fared  well,  registering  a  real  growth  rate  of 
5%  to  7%  in  1986.  According  to  the  International  Monetary  Fund  (IMF), 
this  level  of  growth  can  be  expected  to  continue  through  1991. 

Key  contributors  to  the  economic  turnaround  were  the  decline  in  oil 
prices  (Thailand  is  an  importer  of  oil)  and  the  informal  tie  of  the  Baht  to 
the  U.S.  dollar.  With  the  revaluation  of  the  U.S.  dollar,  exports  have 
soared,  helped  by  increased  demand  of  the  intemational  market. 

With  the  turnaround,  some  economists  have  considered  placing  Thailand 
on  the  list  of  Newly  Industrialized  Countries  (NIC).  However,  most 
economists  believe  that  Thailand's  economy  is  still  too  overly  based  on 
agricultural  products  to  be  considered  industrialized. 

Currently,  manufacturing  accounts  for  only  20%  of  the  GDP.  However, 
this  could  change  by  the  early  1990s.  There  is  emphasis  on  the  develop- 
ment of  light  industry  to  form  a  base  for  growth,  and  Thailand's  factories 
are  running  at  full  capacity  and  have  been  unable  to  keep  up  with  de- 
mand. 

With  the  improved  economic  position,  the  government  has  projected  an 
increase  of  approximately  7.6%  in  domestic  spending  for  the  1988  fiscal 
year,  much  of  the  increase  targeted  at  the  further  development  of  national 
infrastructure. 

3.  Telecommunications  Services  and  Plans 
a.  Voice  Services 

Voice  services  in  Thailand  are  characterized  by  users  in  Thailand  as  poor, 
at  best.  Services  are  available  to  only  a  limited  portion  of  the  population 
and  then  only  in  the  major  cities.  The  installed  base  provides  service  to 
an  estimated  1.9  persons  per  thousand. 

There  are  a  number  of  plans  currently  underway  that  could  begin  to 
improve  overall  service. 

•  A  contract  has  been  tendered  to  upgrade  major  switching  centers  with 
digital  switches  over  the  next  several  years. 

•  A  contract  has  been  tendered  for  the  design  (and  subsequent  develop- 
ment) of  a  national  network  based  on  fiber  optics  and  digital  micro- 
wave. 

•  With  these  projects  in  mind,  it  is  important  to  note  that  current  pub- 
lished plans  provide  for  the  installation  of  only  an  additional  1,000 
circuits  by  1992,  a  minimum  number  considering  the  demand  that 
exists. 
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Growth  over  the  next  five  years  is  projected  to  be  an  estimated  30%  per 
year.  While  the  percentage  is  reasonable  high,  the  comparatively  small 
base  that  this  applies  to  must  be  recognized. 

Overall,  not  much  change  is  expected  over  the  next  two  to  three  years.  If 
the  network  upgrade  does  become  a  reality,  major  improvements  might 
begin  to  emerge. 

b.  Text  Services 

As  in  many  countries,  telex  service  is  declining.  While  it  remains  as  a 
stable  service  and  is  the  only  available  service  in  a  large  portion  of  the 
country,  service  is  projected  to  decline  at  an  estimated  2%  to  3%  per 
year. 

The  use  of  facsimile  is  currendy  not  monitored,  and  the  installed  base  is 
believed  to  be  small.  However,  facsimile  is  beginning  to  grow  and  is 
projected  to  grow  at  an  estimated  rate  of  50%  per  year. 

c.  Leased  Circuit  Services 

The  service  base  for  leased  circuits  is  very  small.  One  estimate  indicate 
that  there  may  not  be  more  than  150  leased  circuits. 

There  is  currently  no  digital  service  in  Thailand;  however,  this  is  ex- 
pected to  change  by  1990.  The  Communications  Authority  of  Thailand 
(CAT)  indicates  that  it  plans  on  providing  a  2Mbps  digital  service  for 
international  users  within  the  coming  two  years. 

Overall,  leased  circuit  services  are  projected  to  grow  at  an  estimated  20% 
to  30%  for  the  next  several  years. 

d.  Public  DataA'^alue- Added  Network  Services 

There  is  currendy  no  national  public  data  network  in  Thailand  and  there 
has  been  only  limited  planning  for  a  national  network.  International 
services  are  provided  through  Telenet  and  Tymnet  nodes. 

Plans  to  develop  a  national  network  are  progressing  slowly.  Providers 
indicate  that  their  first  priority  will  be  to  develop  a  packet  switch  net- 
work. 

Value-added  services  are  generally  not  currently  considered  to  be  of  high 
priority.  Discussions  indicate  that  a  packet  network  may  by  be  viewed  as 
a  means  to  develop  a  national  service  base. 
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Among  the  value-added  services  that  are  considered,  providers  indicate 
that  only  facsimile  store  and  forward  is  of  significant  interest.  They  do 
currentiy  have  cooperative  arrangements  with  GEIS  and  Infonet  for 
international  E-mail  services  and  do  not  forsee  the  need  for  additional 
relationships. 

X.400  is  not  considered  a  high  priority.  The  providers  do  not  consider 
this  standard  important  to  the  development  of  a  national  network. 

e.  ISDN  Services 

Considering  the  overall  lack  of  an  installed  base  and  the  general  lack  of 
development  that  has  taken  place,  ISDN  is,  not  surprisingly,  a  low  prior- 
ity. The  providers  generally  consider  planning  horizon  to  be  eight  to  ten 
years. 

4.  National  Telecommunications  Issues 

Key  issues  in  Thailand  center  around  the  lack  of  a  national  infrastructure 
and  the  general  lack  of  results  in  meeting  plans  and  projections. 

To  date,  while  CAT  has  been  reasonably  successful  at  building  a  service 
base,  the  TOT  has  been  generally  unsuccessful.  Questions  have  been 
raised  recently  regarding  whether  some  direct  changes  should  be  made; 
however,  none  are  anticipated  in  the  short  term. 

5.  User  Needs  and  Requirements 

User  needs  and  concems  have  centered  around  the  general  lack  of  facili- 
ties and  services.  This  is  not  expected  to  change  over  the  next  several 
years. 

In  general,  a  number  of  users  in  Thailand  express  a  feeling  of  resignation. 
They  have  received  neither  promises  nor  service  and  have  adapted  to  the 
environment. 


WTEL 


©1988  by  INPUT.  Reproduction  Prohibited. 


149 


ASIA/PACIFIC  TELECOMMUNICATIONS  SERVICE  TRENDS,  1988-1993 


INPUT 


150  ©  1 988  by  INPUT.  Reproduction  Prohibited.  WTE  L 


Appendix:  User  Survey 
Document 


ASIA/PACIFIC  TELECOMMUNICATIONS  SERVICE  TRENDS,  1988-1993 


INPUT 


Appendix:  User  Survey 
Document 


A.  Background  Information 

A.  1  In  which  of  these  countries  does  your  company  have  an  office?  (Check  all  that  apply) 

a  Australia  b  Japan  c  South  Korea  d  Hong  Kong 

e  China(PRC)  f  Philippines  g  Malaysia  h  Singapore 

j  Indonesia  k  Thailand. 

A.2  On  a  scale  of  1-5  (5  being  highest);  How  critical  are  your  international  telecommunica- 
tions to  the  success  of  your  business.  

A. 3  Regarding  your  international  telecommunications  services,  which  of  the  following  is  of 
greater  importance  to  your  organization?  (One  Response  Only) 

a  Cost  Savings  and  Productivity 

b  Revenue  Growth  and  Strategic  Expansion 


B.  Decision  Making  Process 

B.  1  When  considering  decisions  to  implement,  change  or  expand  telecommunications 
services  in  a  country;  is  the  planning  and  operational  decision  generally  made  by  staff 
located: 

a  In  That  Country 

b  At  A  Regional  Office 

c  At  A  Headquarters  Office 

B.2  When  planning  or  expanding  services  in  a  country  or  entering  a  new  country,  does  your 
company  most  frequently  make  decisions  based  on  information  about  services  and  costs 
obtained  from: 
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a  A  carrier  located  in  the  country  of  your  headquarters  office? 

b  A  carrier  that  regularly  conducts  business  in  that  country? 

c  A  third  party  such  as  an  independent  consultant? 

d  Personal  visit  to  the  provider  (PTT)  in  the  country? 


C.  Deregulation/Political  Assessment 

C.l  Please  rate  on  a  scale  of  1-5  (5  being  highest),  your  assessment  of  the  degree  of  telecom- 
munications deregulation  in  the  following  countries? 

a      Australia  b  Japan  c.^  South  Korea  d  Hong  Kong 

e  .  China(PRC)  f  Philippines  g  Malaysia  h  Singapore 

j  Indonesia  k  Thailand. 

C.2  Considering  the  planned  changes  in  the  governing  structure  in  Hong  Kong  in  1997;  are 
the  changes  important  in  your  planning  considerations?  .  ,  Yes        No.  Why? 


D.  Services  and  Regulations 

D.l  For  each  of  the  following  countries,  please  rate  on  a  scale  of  1-5  (5  being  highest),  your 
assessment  of  the  overall  quality  of  telecommunications  services. 

a  Australia  b.^  .  Japan  c  .  South  Korea  d  Hong  Kong 

e  China(PRC)  f.^  „  Philippines  g  Malaysia  h_  Singapore 

j  Indonesia  k  Thailand. 

D.2  Of  the  same  countries,  please  identify  those  in  which  you  use  a  public  data  (packet 
switch)  network  for  domestic  services? 

a  ^  Australia  b.^  ,  Japan  c  South  Korea  d  Hong  Kong 

e  China(PRC)  f  .  Philippines  g  Malaysia  h  Singapore 

j  .Indonesia  k__ThaLland. 

D.3  Of  the  same  countries,  please  identify  those  in  which  you  use  a  public  data  (packet 
switch)  network  for  international  services? 

a  Australia  b  Japan  c.^  ,  South  Korea  d  Hong  Kong 

e  China(PRC)  f  Philippines  g  Malaysia  h  Singapore 

j  Indonesia  k__Thailand 
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D.4  Please  rate  on  a  scale  of  1-5  (5  being  highest),  your  interest  in  using  a  value  added  or 
packet  network  for  the  following  reasons. 

a  Alternative  to  leased  circuits 

b  Access  to  corporate  network/database 

c  Access  to  public  database 

d  Specific  applications  (ie  E-Mail,  EDI,  store- and-forward) 

D.5  On  the  same  scale  of  1-5  (5  being  highest),  please  rate  the  following  reasons  for  select- 
ing a  value  added  network  service  provider. 

a  Cost 

b  Variety  of  Services  Provided 

c  Geographic  Coverage 

d  Service  Quality 

e  Other  (Please  specify)  

D.6  Please  identify  three  VAN  applications  or  enhancements  to  applications  that  you  would 
like  to  have  that  are  not  available  today.  For  each  application  identified,  please  rate  on  a 
scale  of  1-5,  the  importance  of  the  application. 

Application/Enhancement  '  Rating 


D.7  Please  estimate  the  total  number  of  leased  circuits  currentiy  installed  in  the  Asia/Pacific 
area  (Consider  all  speeds).  

D.8  Of  the  total  number  of  circuits,  please  estimate  the  percent  that  are: 

a  %  AVD  (Alternate  Voice  Data) 

b  %  Telex  Grade  (Less  than  AVD) 

c  %  Wideband  (50Kb  or  higher) 

D.9  Considering  the  leased  circuits  that  you  have  installed;  is  the  primary  use: 

a  Data  Only 

b  Voice  Only 

c  Data  and  Voice 

d  Multiple  Applications 

D.IO  Please  estimate  the  total  number  of  leased  circuits  that  you  expect  to  have  within  five 
years.  

D.ll  Of  the  total  number  of  circuits  that  you  expect  to  have  five  years  from  now,  please 
estimate  the  percent  that  will  be: 


c 


b 


a 


a.  l 

b.  l 

c.  l 
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a  %  AVD  (Alternate  Voice  Data) 

b  %  Telex  Grade  (Less  than  AVD)  -  ^ 

c  %  Wideband  (50Kb  or  higher) 

D.12  Is  the  operation  of  your  leased  circuit  service  managed  by: 

a  ^  Headquarters  Staff 

b  Regional  Staff 

c  In-Country  Staff 

d  Service  Provider 


D.13  Assuming  acceptable  costs,  would  you  consider  having  implementation,  coordination 

and  ongoing  operation  of  your  Asia/Pacific  network  managed  by  a  third  party?  Yes .  

No  Why? 


D.14  On  a  scale  of  1-5  (5  begin  highest)  how  would  you  rate  the  degree  of  pressure  being 
exerted  by  the  PTT's  to  use  public  networks  as  an  alternative  to  private  circuits,   

D.15  Do  you  think  that  the  PTT's  will  increase  their  efforts  to  require  use  of  public  data 
networks  as  an  altemative  to  private  networks?  ,  „  Yes       No.  Why? 


E.  Telecommunications  Budget 

E.  1  Regarding  your  service  costs;  can  you  tell  me  (or  estimate)  your  total  (corporate)  tele- 
communications budget.  $  

E.2  Of  the  total  telecommunications  cost,  can  you  tell  me  (or  estimate)  how  much  is  for 
personnel  costs?  $  

E.3  What  percent  of  the  total  telecommunications  budget  is  for  international  services? 
 %  (Estimate  if  specific  figure  not  available) 

E.4  Of  your  total  international  telecommunications  cost,  what  percent  is  for  personnel? 

 % 

E.5  What  percent  of  your  international  traffic  is  voice  and  what  percent  is  data?   %  Voice 

%  Data 


154 


©  1988  by  INPUT.  Reproduction  Prohibited. 


WTEL 


ASIA/PACIFIC  TELECOMMUNICATIONS  SERVICE  TRENDS.  1988-1993 


INPUT 


E.6  Of  the  total  data  network  cost,  what  %  is  for  the  following  types  of  services? 
a  %  Leased  Circuits 

b  %  Public  Network  (alternative  to  leased  circuits) 

c  %  Value  Added  Network  Services 

E.7  What  percent  of  your  international  traffic  will  be  voice  and  what  percent  will  be  data 
five  years  from  now.   %  Voice   %  Data 

E.8  What  percent  of  total  is  for  services  to  or  within  the  Asia/Pacific  area?  % 

E.9  Can  you  estimate  the  percent  increase  (or  decrease)  in  expenditures  for  telecommunica- 
tions services  to  Asia/Pacific  between  last  year  and  this  year?  %  Inc  %  Dec 

 Same 

E.IO  Considering  the  following  categories,  can  you  estimate  the  percent  increase  (or  de- 
crease) in  your  company's  expenditures  in  the  next  five  years  in  the  Asia/Pacific  area: 

%Inc  %Dec  Same 

Telephone       

Telex                      .  ,      .  .    ■  

Fax       

Public  Network  (Data  Transport)      

Value  Added  Network  Services       

Leased  Circuit  (A VD  Grade)       

Leased  Circuit  (Telex  Grade)       

IBS  (Intelsat  Business  Svc)       

Other 


.  F.  Future  Considerations/Directions/Issues 

F.l  On  a  scale  of  1-5  (5  being  highest),  please  estimate  how  high  you  believe  the  probability 

is  of  the  administrations  adopting  'volume  sensitive  pricing'  in  the  Asia/Pacific  area   . 

Why?   ■  ■ 


F.2  In  your  opinion,  will  growth  in  the  number  of  fiber  optic  cables  result  in  a  reduction  in 
tariffs?  Yes   No.  Why? 
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F.3  Is  ISDN  a  factor  in  your  considerations  for  implementing  or  expanding  your  services  in  the 
Asia/Pacific  area?  Yes   No  (If  no,  sldp  to  question  F.5) 

F.4  In  what  way  do  you  expect  ISDN  to  impact  telecommunications  services  in  the  Asia/ 
Pacific  area?  •   ■  . 


F.5  On  a  scale  of  1-5  (5  being  highest),  please  rate  how  restrictive  tarijfs  are  in  the  Asia/Pacific 
area.  .  Why? 


F.6  On  a  scale  of  1-5  (5  being  highest),  please  rate  how  restrictive  network  standards  (X,75, 
OSI,  etc.)  are  in  the  Asia/Pacific  area. 

  Why?  , 


FJ  On  a  scale  of  1-5  (5  being  highest),  please  rate  how  restrictive  application  standards  (X.12, 
Edifact,  etc.)  are  in  the  Asia/Pacific  area.  Why? 


F.8  On  a  scale  of  1-5  (5  being  highest),  please  rate  how  restrictive  PTT  policies  are  in  the  Asia/ 
Pacific  area.  ____  Why? 


F.9  Please  identify  the  most  significant  problems  in  expanding  your  telecommunications 
services  in  the  Far  East.  (Consider  factors  such  as  service  availability,  lead  times,  costs,  regula- 
tions, standards,  etc.) 
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As  a  last  couple  of  questions,  we  would  like  to  understand  what  needs  you  have  that  have 
not  been  met. 

F.IO  Considering  the  services  that  are  generally  available  in  most  countries  (telephone, 
telex,  leased  circuits,  value  added  and  packet  networks);  are  there  enhancements  to  these 
services  that  would  improve  your  ability  to  accomplish  your  company's  objectives.  Please 
describe. 


F.ll  What  new  services  or  enhancements  to  services  are  needed  to  ensure  that  you  are  able 
to  meet  your  company's  objectives? 


F.12  What  changes  in  regulations  are  needed  for  you  to  be  able  to  successfully  accomplish 
your  company's  objectives? 


G.  Other  Comments 
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Appendix:  Provider  Survey 
Outline 


A.  General  Information 

A.l  Could  you  briefly  describe  the  organization  of. 
zation  chart) 


(or  provide  an  organi- 


B.  Services  and  Regulations 

Telephone 

B.l  Do  you  provide  international  direct  dialing? 


Yes 


B.2  Do  you  permit  international  credit  card  calling  from 
 Yes   No.  If  no,  why? 


No 


to  other  countries? 


B.3  Do  you  provide  call  detail  billing?  Yes  No 

B.4  Is  call  detail  billing  an  important  service?  Yes   No  Why? 
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B.5  Do  you  consider  call  detail  billing  an  important  service  in  thefuturel  Yes  ____  No 

Why? 


B.6  Do  you  permit  a  customer  to  connect  a  PABX  to  a  leased  circuit?       Yes   No.  If  no, 

why? 


B.7  Are  digitized  voice  systems  permitted?  Yes  No.  If  no,  Why? 


B.8  Is  telephone  equipment  available  only  from  or  can  telephone 

equipment  be  obtained  from  private  companies? 

 Administration  Only 

Private  Companies 
  Either/Both 


CeTelex  '  ' 

C.  1  Do  you  provide  call  detail  billing  for  telex  service? 
_  Yes  ___  No  If  no.  Why  not? 


C.2  Do  you  consider  call  detail  billing  an  important  service  for  the  future?  Yes  No.  If 

no,  Why  not? 
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C.3  Do  you  permit  the  encryption  of  telex  data?  Yes  No.  If  not.  Why  not? 


C.4  Do  you  permit  the  refiling  of  telex  messages?  Yes  No.  If  no.  Why  not? 


C.5  Is  telex  equipment  available  only  from  '  or  can  equipment  be  ob- 
tained from  private  companies? 

 Administration  Only  ■ 

 Private  Companies 

 EitheiTBoth 


D.  Leased  Circuit  Services 

D.  1  Do  you  permit  the  transmission  of  data  over  the  public  switched  telephone  network  to 
access  international  leased  circuits?  Yes   No.  If  no,  Why? 


D.2  Do  you  permit  a  company  to  share  the  use  of  their  domestic/international  private  leased 
circuit?       Yes   No.  If  no.  Why? 


D.3  Do  you  encourage  a  company  to  use  a  public  network  rather  than  an  international  leased 
circuit?   Yes   No.  If  yes.  Why? 
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D.4  Are  customers  in  permitted  to  provide  their  own  network  management 

equipment  and  services?  Yes  ^- No.  If  no.  Why? 


D.5  Do  you  consider  'volume  sensitive  pricing'  to  be  an  important  method  of  pricing  for 
domesticAntemational  leased  line  services?  Yes  No  Why? 


D.6  Do  you  have  plans  to  implement  'volume  sensitive  pricing'  for  domestic/international 
leased  circuits?   Yes   No.  If  Yes,  when? 

 1-2  Yr  2-3yr       3-5yr        Over  5  years 


E.  Service  Development 

E.l  Do  you  consider  ISDN  to  be  an  important  service  standard?  Why? 


E.2  In  what  time  frame  will 'Base  Rate' ISDN  services  be  available? 

 Now   l-2yr  ,2-3yr  3-5yr  Over  5  years 

E.3  In  what  time  frame  will  'Primary  Rate'  ISDN  services  be  available. 
 Now   l-2yr  2-3yr  3-5yr   ^  Over  5  years 

E.4  ISDN  provides  an  opportunity  to  offer  many  new  services.  Of  the  many  services  that  could 
be  provided;  which  do  you  consider  to  be  the  most  important  in  your  planning?  Why? 
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E.5  Do  you  consider  X.400  to  be  an  important  development  for  international  services? 
 Yes  No.  Why? 


E.7  In  many  countries,  there  is  significant  development  in  providing  virtual  (software 
defined)  networks.  Is  this  an  important  development  in  ?  Why  or  why  not? 


E.8  Are  value  added  network  services  important  to  the  development  of  telecommunications 
services  in  ?  Yes  No.  Why  or  why  not? 


E.9  Can  you  briefly  describe  the  value  added  network  services  you  provide  today  (ie. 
Electronic  Mail,  EDI,  Remote  Computing  Services,  Database  Services,  etc.) 


E.ll  Do  you  have  service  arrangements  with  vendors  such  as  GEIS? 
 Yes   No.  (If  yes,  can  you  tell  me  who). 


E.12  Can  you  describe  what  types  of  new  'value  added'  service  applications  you  plan  on 
providing  over  the  next  five  years? 
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E.13  Do  you  consider  cellular  telephone  services  to  be  important  to  the  development  of  tele- 
communications services  in  ?  - 

Why  or  why  not? 


E.14  Considering  international  services,  please  estimate  the  percentage  growth  per  year  over 
the  next  five  years  for  the  following  types  of  service. 

■  %  Growth     '        y  -^c:- 

Telephone  '  ' 

Telex  

Leased  Circuits: 

Terrestrial  _____ 

Satellite  _____ 

Public  Data  Network   

Value  Added  Network  Services  ■  ■  ■  ^  _.^___  ;  ■ 

Cellular  Telephone  _____ 

Facsimile  .  .  ■  ______ 


F.  Customer  Support 

F.l  During  regular  business  hours,  how  long  does  it  take  to  respond  to  a  problem  such  as  a  line 
outage? 

 1  Hour  or  Less  .  .  1-2  Hours   2-3  Hours         3-4  Hours 

  Over  4  Hours 


F.3  On  average,  how  long  does  it  take  to  fix  a  problem  once  a  request  has  been  received? 

 1-2  Hours   2-3  Hours   3-4  Hours  4-6  Hours 

_  6-12  Hours   12-24  Hours      24-48  Hours       Over  48  Hours 


F.4  For  foreign  organizations  operating  telecommunications  services  in  ,  are  you 

able  to  provide  full  network  management  services  including  trouble  reporting  and  management 
reports? 

 Yes  No 


164 


©  1988  by  INPUT.  Reproduction  Prohibited. 


WTEL 


ASIA/PACIFIC  TELECOMMUNICATIONS  SERVICE  TRENDS.  1988-1993 


INPUT 


F.5  Do  you  consider  network  management  a  service  that  you  should  be  able  to  provide  in 
the  future?  Yes   No  Why? 


F.6  As  you  consider  new  services;  which  of  the  following  forms  of  development  do  you 
generally  prefer.  Why? 

 Develop  yourself 

 Buy  Hardware  or  software  from  another  firm 

 Establish  relationship  to  assist  in  development 

F.7  When  considering  organizations  to  assist  in  a  development  project,  could  you  describe 
the  most  important  factors  in  your  decision  process? 


F.8  There  are  many  new  cable  systems  being  implemented  in  the  Asia/Pacific  area.  Do  you 

•  think  that  these  will  have  an  affect  on  service  tariffs.  Yes .  No.  If  yes,  what  will  the 

affect  be? 


G.  Rates  and  Tariffs 

G.  1  Rates  and  tariffs  have  been  declining  over  the  past  few  years.  Do  you  expect  this  trend 
to  continue  over  the  next  five  years?  .  Yes   No.  Why? 
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G.2  For  each  of  the  following  services,  could  you  provide  a  projection  of  the  percentage 
increase  or  decrease  per  year  in  tariffs  over  the  next  five  years. 

%Inc  %Dec  No  Change 

Operator  Assist  Calls        .       .   __  _ 

Direct  Dial  Calls  .    


Telex 


Telex  Grade  Circuits 
AVD  Circuits 

Wideband  Circuits(Analog) 
Digital  Circuits 

Packet  Network  Services: 
Domestic  Network 
International  Network 
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Appendix:  Terms  and  Definitions 


Voice  Services  -  Services  based  on  the  use  of  a  public  switched  telephone 
network  for  the  transmission  and  receipt  of  data. 

Text  Services  -  Services  related  to  the  transmission  of  image  and  text  such 
as  facsimile  and  electronic  mail. 

Public  Data/Value -Added  Network  -  A  commercial  network,  generally 
employing  packet  technology,  used  for  the  transmission  of  text  and  data. 

Value-Added  Network  -  Network  transmission  facilities,  augmented  with 
computerized  switching  features  and  providing  services  such  as  store- 
and-forward  message  switching,  electronic  mail,  electronic  data  inter- 
change, and  having  terminal  interface  and  error  detection  and  correction. 

ISDN  -  Integrated  Services  Digital  Network 

Transport  Services  -  Use  of  a  public  network  for  the  connection  of  a 
remote  terminal  or  computer  to  a  host  computer.  Generally  refers  to  the 
use  of  a  public  network  as  an  alternative  to  a  leased  circuit. 

Low  Speed  Circuits  -  Leased  circuits  ranging  in  speed  from  "quarter 
speed"  to  1200  bps. 

Medium  Speed  Circuits  -  Leased  circuits  generally  ranging  in  speed  from 
2400  bps  to  9600  bps.  Also  frequently  referred  to  as  AVD  circuits. 

A  VD  -  Altemate  Voice  Data 

Wideband  Circuits  -  Leased  circuits  generally  ranging  in  speeds  starting 
at  48  to  50  Kbps.  Wideband  circuits  may  be  analog  or  digital. 

Telex  Grade  Circuits  -  Same  as  low  speed  circuits. 
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PSTN  -  Public  Switched  Telephone  Network 
EDI  -  Electronic  Data  Interchange 
IRC  -  International  Record  Carrier 
PRC  ~  People's  Republic  of  China 
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